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THE DEFINITION OF NATIONAL INCOME 


THE great increase of the share of income taken by the State 
makes necessary a reconsideration of the methods which were 
sufficient for the computation of aggregate income when the 
interest on the National Debt was an inconsiderable percentage 
of that aggregate. 

Statisticians may fairly look to economists for definitions of 
the terms whose numerical content it is their task to estimate. 
They might be justified in expecting definitions succinct in wording 
and logical in concept, and though the field of possible observa- 
tions would not necessarily coincide with the region so defined, 
they would then be able to bring their computations into clear 
relationship with the theoretical definition. Unfortunately it 
is not at all easy to interpret such definitions as are available in 
measurable terms. 

Marshall speaks of Social Income, for which we are to look at 
‘the production of the community as a whole and at its total net 
income available for all purposes.” This ‘‘ may be estimated by 
adding together the incomes of the individuals in the society in 
question,” taking care to avoid duplication of income. Again, 
‘The terms, National Income and National Dividend, are con- 
vertible.”” ‘‘ The labour and capital of a country, acting on its 
natural resources, raise annually a joint product consisting of a 
certain net aggregate of commodities, material and immaterial, 
including services of ali kinds. This is the true net annual in- 
come of the country.”’? ‘‘ This National Dividend is at once 
the aggregate net product of, and the sole source of payment for, 
all the agents of production within the country; it is divided up 
into Earnings of Labour, Interest of Capital, and lastly the Pro- 
ducer’s Surplus, or Rent, of land and of other differential 

1 Principles of Economics, 1907 Edition, pp. 76 and 79. 
2 Economics of Industry, p. 257. 
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advantages for production. It constitutes the whole of them, 
and the whole of it is distributed among them. . . .”’! 


We have thus the equation :— 


National Dividend = National Income = Earnings, interest and 
rent = sum of incomes of individuals. 


We may notice that these definitions do not explicitly allow 
for interest payable to residents in one country by those in another, 
leave open questions of what constitutes membership of a society, 
and leave no room for indivisible incomes of institutions. 

In Mr. Flux’s Report on the Census of Production of 1907 2 
the left-hand side of this equation was worked out, viz. net 
output of land, mines and manufacture + services of distribution 
+ personal services + services of houses, and equated with 
very fair success to the total of individual incomes obtained by 
other computers. 

To suit the statistician the definition is watered down 3 in 
Marshall’s analysis. Omitted on both sides of the equation 
are free gifts of Nature, use of possessions other than houses, 
services rendered by members of a household to each other and 
by individuals to themselves, and so on. 

Cannan ‘ includes in individual incomes, besides income that 
comes as money, the annual value of houses, and value of living 
from farms, but not the value of the annual services of clothes, 
furniture or motor-cars. Allowance must be made for deprecia- 
tion of property. The expense of living in a highly rented 
locality, or paying railway or tram fares to avoid doing so, may 
be deducted when the expense is necessitated by the person’s 
income-producing work. 

Since he wrote, this last consideration has become of more 
importance. Owing to the shortage of houses many people have 
to travel considerable distances to work, and the effect of the 
Rent Restriction Acts has been to keep people where they were, 
though their place of work has changed. But the matter has been 
important for a long time; a great part of the local differences of 
wages was due to rent and other expenses of congestion in towns. 
Instead of a five-roomed house with a small garden for 6s. 
(including rates) in a provincial town, 10s. was paid for three 
rooms in London and ls. for tram fares; the additional 5s. 
presumably gave him no addition of satisfaction. This is not, 
however, the final consideration; his services were worth 5s. 


1 Economics of Industry, p. 258. 2 Cd. 6320, pp. 30-4. 
3 Principles, pp. 76-7. * Wealth, Chap. VITI. 
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more in London, and the aggregate of commodities includes 
this 5s. in the left hand of the equation above; if the equation is 
true it must also be included in income, but we must add that £1 
is not of the same value to consumers in all districts, and that the 
total on the right hand includes money units not interchangeable 
and not of uniform purchasing power. The same consideration 
applies to expenditure on restaurant food and other expenses 
which the earners of salaries in large towns have to meet. 

There are, of course, many other cases where the money 
values (whether of services or of incomes) are not interchangeable 
and equal to different persons or in different places. Marshall's 
definition (“a certain net aggregate of commodities,” etc.) does 
not necessarily imply that there is a numerical measure of this 
aggregate, but the equation does imply this in “ earnings of 
labour,” etc., unless the equation merely identifies the contents 
withovt totalling them. 

The ignoration of the value of women’s domestic services has 
been less plausible in recent years. During the war the domestic 
staffs of many houses decreased and well-to-do women rendered 
more services to their own households. If the housemaid left 
and made munitions and the housewife did her work, the total of 
goods and services was increased by the value of the munitions, 
but part is cut out of the reckoning because no longer paid for. 
If in 1920 the former servant helped in her own home, when her 
wages were no longer needed, the total of services is still greater 
than in 1914 if her former mistress is doing the housemaid’s work, 
but since there is no payment to either income is decreased. Dr. 
Dalton! points out that though services rendered within the 
households can be omitted for some comparisons, yet in many 
measurements of the inequality of incomes proportional differences 
are involved, and therefore the complete totals are needed. 

In consequence of these and other ways in which elements 
of income, which were ignored before the war as not affecting 
comparisons, have become of some importance, I question whether 
Sir J. Stamp’s dictum ? that “ the sum total of wages, salaries, 
profits and interest presents a fairly comprehensible idea, free 
from important ambiguities, for ordinary comparative purposes,”’ 
is valid as between 1914 and 1921. 

In logic we can conceive an aggregate of commodities and 
services however we define them; but when we come to measure- 
ment we are driven to their value in exchange before we can obtain 
a common unit for addition. In recent years the value expressed 

1 Inequality of Incomes, p. 168. 2 British Incomes and Property, _ 
B 








4 THE ECONOMIC JOURNAL [MARCH 


in currency has varied greatly even within a year, as has also the 
value of one commodity in terms of another. If a farmer sells 
a fleece when wool is dear, by the time the wool has been cleaned, 
combed, spun and woven and the cloth made into clothes and 
exposed for sale, the price of wool may have so fallen, or the 
effective demand for clothes so slackened, that the clothes are 
worth fewer currency notes than were paid for the fleece; are 
the services of the manufacturers and spinners of negative value ? 
If a coal-mine is working at a loss, being financed from reserves 
or loans, is the capital (the mine in working order) rendering 
negative services? If the value of currency falls rapidly during 
the year, is there any useful meaning in a statement that a man’s 
earnings, received weekly, aggregate £260 in a year, when the 
last £5 was worth only four-fifths of the first £5? In the ordinary 
method of computing part of income from income-tax statistics 
and part from wage-estimates, we should for the year 1920-1 be 
adding together wages, salaries, rent and some interest for the 
year April 1920 to March 1921 to one-third of the profits of each 
of the years 1917, 1918 and 1919—items extending over more 
than four years during v hich the unit of measurement continually 
varied. 

Again, furniture, bicycles, motor-cars, clothes and all commo- 
dities not consumed at a gulp yield an income in the same way 
as houses do. Owners of a good stock of such things in 1914 got 
a high income from them in subsequent years, which ought not 
to be neglected, as before the war, on the ground that the annual 
variation was little and most persons had some such goods, for 
those whose stock was low were definitely worse off when it was 
necessary to replenish it. Of such commodities houses are the 
most important instance, and have been in a peculiar position 
owing to the Rent Restriction Acts. If a house was of annual 
value £50 in 1913 and has been kept in repair, it would be worth 
not far less than £100 now, apart from any change in supply and 
demand, in the sense that the goods its use would exchange for 
are now reckoned at £100 instead of the former £50. The value 
of houses inhabited by their owners since 1913 and of houses let 
that come under the Acts should in a total of incomes be counted 
as of much more than their pre-war value. Actually in available 
statistics houses still stand at their pre-war levels, and even new 
houses are assessed for rates at a value equal to that of pre-war 
houses of the same kind. This house valuation is an extreme 
case of the complexity already noticed, that income totals can 
only be measured in units as variable as the values of currency 
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from 1914 to 1921. This, however, is a statistician’s, not an 
economist’s difficulty. 

All these questions are troublesome and some are of numerical 
importance, but the main question, and that of most numerical 
importance, is still to be discussed :—To what extent do taxation 
and rates lead to duplicate reckoning ? 

If the rates I pay go im policemen’s or sanitary inspectors’ 
services, I get the benefit of their services, and their incomes are 
additive to mine before rates are deducted just as much as my 
gardener’s would be. If the rates, however, go to the support 
of paupers, to the education of other people’s children, to the 
upkeep of parks and libraries I do not use, or in aid of the rent 
of houses built without my consent, I get no services,—at least no 
direct services. I might pay for these things out of my free-will, 
heaping up treasure in heaven; but when I am forced to pay for 
them, I doubt the realisation of that treasure. I may regard it 
as ransom, as insurance against discontent; and though Dr. 
Cannan excludes the proceeds of robbery recognised as such from 
income, those of robbery not recognised but actually enforced 
by the State are no doubt income to the beneficiaries, but are 
they also income to me? Before the war the values of education 
and of institutional maintenance were not included as income of 
the students or the inmates, but I raised the question in 1919 
whether old age pensions were not income. Now there are 
pensions of soldiers and others arising from the war; are these 
incomes both of the pensioner and of the taxpayer? We could, 
of course, make rules, but they would be arbitrary: e. g. old age 
pensions are not income if we reckon that out-relief and paupers’ 
food are not income; soldiers’ pensions are back payments for 
services, and are income for the same reason as policemen’s 
wages. Thus a man with an apparent income of £1000 may 
spend £50 as taxes in back payment for the services of soldiers 
who fought and capitalists who lent money in the war, and £5 
for police and other communal servants, and £10 for the relief 
of distress and for public education. The £50 and the £5 appear 
also in the incomes of the soldier, his widow, the capitalist, the 
policeman and the inspector. Of the £10, half appears in the 
salaries of teachers or of the workhouse staff, the other half 
does not appear. 

Here is introduced the payment of interest on the war loans. 
If I have a salary of £1000, of which £50 goes in that part of 
income tax which pays interest on war loans, and [ have also war 
stock that brings in £50 tax-free, my income is reckoned as 
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£1050, £1000 for present services, £50 for helping to finance the 
war. But if the Chancellor of the Exchequer by a capital levy 
cancelled my stock and remitted my tax, my income would be 
reckoned as only £1000, though I had the same as before. We do 
not appear to arrive at a logical result by this method; let us 
then return to the definition. 

Under Marshall’s definition interest on the National Debt 
would be excluded from the left hand of the equation—it is not 
an addition arising from labour and capital acting on natural 
resources during a year—and so would pensions of most kinds. 
Then on the other side of his equation in the sum of the incomes of 
individuals, either they would have to be reckoned as net after 
payment of the corresponding tax, or pensions and interest on 
National Debt would be excluded. In the material reckoning the 
taxpayer does not enjoy the bread the pensioner eats or the motor- 
car the owner of war stock uses; in the double reckonins it 
blesses him that gives and him that takes. 

At this point let us take Dr. Dalton’s view, as a result of his 
analysis of the Distribution of Income. ‘ For our present pur- 
pose ”’ (to facilitate comparisons between the means of economic 
welfare available to different persons), ‘‘no elements of real 
income can usefully be said to correspond to those elements of 
money income which the recipient is compelled to pay in taxation 
to public authorities.” 1 If this view is not taken, transference 
from the rich to the poor by taxation and beneficial expenditure 
would not be reckoned as diminishing “‘ inequality,’ as he thinks 
it essentially should. He would then reckon individuals’ incomes 
as net after all compulsory payments to public authorities were 
subtracted (including payment of workmen’s insurance), and 
then ‘‘ include benefits from public expenditure, in so far 
as they can be estimated, in the income of the beneficiaries.”’ 
On this method interest on the National Debt is only counted 
once. Pensioners’ incomes are counted to them, whether for 
old age or war services. Receipts from the National Insurance 
funds are income to the recipient. Education is an income 
(? deferred income) to the child. Parks and libraries and streets 
afford income to those who use them. Dr. Dalton, of course, 
recognises that much of this income is not measurable; but there 
is no doubt that he is right in holding that if by taxation or 
otherwise a rich man’s garden becomes a public park, inequality 
is diminished. 

But in making an aggregate statistically we should lose part 


1 The Inequality of Incomes, p. 165. 
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of income by his method—all such items as the income enjoyed 
by children in school hours, by the populace talking during a 
band performance in a public park, by the workman sleeping 
over a newspaper in a public library, by students dozing in the 
Museum Library. If we take it that the value to recipients of 
public services equals their cost, and intend to avoid duplication 
on Dalton’s principle, we shall get the result more easily by taking 
incomes gross (not deducting taxes and rates) and excluding from 
the total all incomes from public sources. This would exclude 
not only public pensions and interest on the National Debt, but 
also the salaries of teachers paid from public sources, policemen, 
park-keepers, municipal bandsmen; moreover, it would exclude 
incomes of all Civil Servants, of the king, the judges, in fact the 
Civil List as a whole—exclude from our total, on the ground that 
they were included already in the incomes of those who paid them 
compulsorily. But this would assume that because we must pay 
for a service whether we wanted it or not, it was therefore valueless 
tous. A private scavenger renders us a service, a public authority 
does not, on this reckoning. In a completely socialistic state 
there would be no aggregate income. 

It becomes evident that a statistical account must be made on 
an arbitrary category of what should be included, and it may 
happen that such a category will be a near one on the basis of includ- 
ing all that can be measured. ‘Till decision is reached I am in 
favour of two totals, one containing pensions and debt interest, 
another excluding them; and I think that we also need two 
accounts of the distribution of income. 

We have still to deal with Professor Cannan, who (p. 157) 
points out the difficulties that arise in connection with indirect 
taxation. If two States in the same circumstances raise revenue, 
one by income tax and the other by indirect taxation, and in the 
reckoning of Aggregate Income we count out interest from debt 
and pensions, the income of the former will come out as so much 
less than that of the latter. For comparison of National Incomes 
of two countries or at two dates, we ought therefore to include 
debt interest, etc., unless we are prepared to subtract indirect 


taxes also. 
I do not propose to discuss the incidence of indirect taxation. 


I believe the usual method is to inquire who would be better off 
if the taxation did not exist, and though this may lead to a con- 
sistent analytical statement as well as to stimulating dialectics, 
it does not, I think, lead to definitions by which statistical measure- 
ments can be made. 
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If we go back to goods and services we may reach the view that 
in a State which raises the interest on its debt and its pensions 
by indirect taxation there is no duplication. To the purchaser 
of whisky, tobacco and entertainment tickets the goods bought 
are worth what he pays; it is indifferent to him whether the 
State or the producer gets the money. In the Report on the 
Census of Production, the Net Output of Breweries and Distilleries 
(when the aggregate of the value of goods of all industries is in 
question) is not 1..erely the excess of value on completion over raw 
materials, but this plus Excise; aid, similarly, to the value of 
Imports for consumption is added the corresponding Customs. 
The manufacturer produces goods which not only pay for materials, 
wages, salaries and profits, but also taxes. In a similar way it 
might be argued that the provider of a house calls into existence 
annual services whose value is not only rent but also rates. The 
workman does not distinguish between rent and rates; he pays 
10s. a week for shelter and lets the landlord attend to the division 
between himself and the local authority. Heaven sends the rain 
and the local authority removes it; he cannot control the one 
and does not try to control the other. In the Census of Pro- 
duction reckoning, rates on business premises are not deducted 
in obtaining net output: the value produced by a factory is 
divisible among the local and central authorities as well as between 
workers and owners. But in making up the National Income by 
adding other elements to material production, the value of 
residential houses is taken as the assessed value, not assessed 
value + rates; thus the rates on factories are part of output, 
but those on houses are not. 

One way round Dr. Cannan’s dilemma would be to correct 
comparisons of total income by price-indices. This ought to be 
done in any case. If the natural income of U.S.A. is so many 
dollars, we can only compare it with that of U.K. if we know 
the relation between $ and £. The use of the exchange rate 
between $ and £ does not (in present circumstances) give 
us a valid result. A complete index-number including in due 
proportion excisable and dutiable goods might yield a true 
comparison. 

We can evade the difficulty by making our totals on the sides 
of goods and services, not that of individual incomes. National 
Income is not necessarily the total of individual incomes; it 
depends on the definitions. But though we escaped one horn of 
the dilemma in this way, I think we should presently meet the 
other. 
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Let us give up the idea of comparing totals, and first get a 
definition adequate for one total. It is true that statistics are 
relative, and only useful in comparison; but the comparison 
can be made between the whole and its parts, or between the whole 
income and the population, and in such a question as, If we 
divided up the National Dividend equally among families, how 
much would each have? From this point of view we want a 
total of goods and services, and not the total of individual incomes 
if it is not the same thing. 

I doubt whether the “aggregate of individual incomes ”’ 
has more than a numerical meaning. No doubt we want a 
definition of individual (and of family) income for consideration 
of Inequality of Distribution, of how many are rich and how 
many poor, and the total may enter as a working number if we 
are constructing an index of distribution. Further, we may 
make the measurements on net incomes (after subtraction of 
direct taxes and non-beneficial rates), and (with Dr. Dalton) 
add to net incomes the receipts from public funds privately enjoyed, 
and if we like we can introduce hypotheses about the incidence 
of indirect taxation. But we need not use this method for 
obtaining National Income. 

If we use Marshall’s term, Social Income, we may avoid 
confusion. I suggest that Social Income does not equal the 
aggregate of Individual Incomes and that the equation above is 
not true, for the quite simple reason that in Individual Incomes 
parts of Social Income may be counted twice. 

Altering Marshall’s phrasing, we may define Social Income 
tentatively as the aggregate of goods produced in a country (less 
imported materials used in production) and of services rendered 
by persons in the country, and by the direct use of capital goods, 
less goods and services necessary to maintain capital (and trade 
connections and goodwill), together with goods imported from 
(or services rendered) abroad in payment of interest or profits 
on capital or businesses owned by residents of the country, less 
similar goods and services rendered to owners abroad, all reckoned 
during a year (or other fixed interval). Services at sea, etc., to be 
included with home or foreign goods, but not both. 

Under this definition services rendered during the war, whether 
by persons or capital, are not part of current income, though they 
may be paid to individuals out of it. The services of Civil 
Servants and police (and of all persons whom individuals or groups 
engage) are current income. 

Goods are either consumed or preserved, services vanish in 
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their performance; social income therefore equals the total of 
consumption of goods and services and saving. 

Goods cannot be consumed twice. The part of individual 
income that is also part of social income is receipts of money 
(goods and services) less transfers to other people. To compute 
social income we must therefore either take individual incomes net 
after compulsory deductions, and include incomes of pensioners, 
holders of National Debt, etc., or take individual incomes net 
after subtracting receipts from funds obtained by compulsory 
deductions, and include all incomes. 

When we come to valuation of income, we have to decide 
the question of rates and indirect taxes. I incline to the view that 
the value of goods is that when they are bought, after licenses 
and duties have been paid. Also the value of a house cannot 
depend on ownership, and what I have called the workman’s 
view, that its value is rent + rates, is correct. If I own the house 
I live in, its value is that for which I could let it to a person with 
similar needs and tastes rate free. These points come up finally 
if we interpret £100 sterling in terms of goods, and if the method 
of index-numbers could be stretched to include all purchases, 
comparisons between countries and dates could be made. 

Social income then = consumption and saving in a year = 
aggregate of individuals’ incomes (as ordinarily reckoned, say, 
for income tax), less incomes received from compulsory reductions 
for no services or for services not rendered in the year in question 
(old age pensions, soldiers’ pensions, interest on National Debt). 

I do not offer this as a final definition, but as the result of a 
preliminary examination of the question, a question which hitherto 
has neither deserved nor received very much attention because 
the quantities in doubt were hitherto small in relation to the 
aggregate, and the measurement of the aggregate was subject 
to other errors greater than these quantities. 

There is plenty of time to decide the definition before we shall 
again be able to compute the National Income. Income tax 
statistics will not be of use till values have settled, and the changes 
during the four years averaged are slight; wage statistics cannot 
be used till workmen are again at work at stable wages. Inter- 
mediate income must be estimated afresh in the doubtful light 
of the 1921 Census, and will need a new investigation. 

The most hopeful method will be, I think, a new Census of 
Production, taken in the first year of steady trade at steady values, 
with more definite investigation of the cost of distribution and the 
expense of depreciation. 
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Possibly three years hence there may be material for making a 
measurement the precision of which will be comparable with those 
made before the War. Meanwhile we can only say that there are 
strong a priori reasons for holding that the National Income, 
even if every one was at work, defined so as to be free of dupli- 
cation, would be less than in 1913, when the change in pur- 
chasing power of currency is eliminated. 

A. L. BowLey 








THE ALLEGED EXHAUSTION OF THE SOIL IN 
MEDIEVAL ENGLAND 


In Denton’s posthumous volume on England in the Fifteenth 
Century, which was published in 1888, it is suggested that the 
agrarian changes of the sixteenth century were, at least in part, 
due to the exhaustion of the soil.1 This theory has since been 
developed, and in the hands of its latest exponents has received 
a more uncompromising form. It is the basis of an interesting 
article by Dr. V. G. Simkhovitch of Columbia University,? and 
has been made the subject of an important monograph by Dr. 
Harriett Bradley of Vassar College. More recently Lord Ernle 
has popularised it in two articles published in the Journal of 
the Ministry of Agriculture.* 

A few quotations will suffice to show the exact nature of the 
theory as it appears in the writings of its most recent champions. 
“The enclosure movement,” says Dr. Bradley, “is explained 
not by a change in the price of wool, but by the gradual loss 
of productivity of common-field land.” > Lord Ernle asserts 
that the worst feature of the open-field system was “ the in- 
evitable and progressive decline in the productivity of the soil.” 
** Strong evidence exists,’ he says, “to show that in the four- 


1 W. Denton: England in the Fifteenth Century (1888). ‘‘ It was clear at 
the end of the fifteenth century that the fertility of the arable land of England 
was well-nigh exhausted’ (p. 153), ‘‘ The returns of wheat and other grain 
were inconsiderable, and even this was diminishing. The demand for labour 
in the commercial and manufacturing towns—small as these towns were— 
forced up the wages of agricultural labourers beyond the means of the farmers. 
It was this which compelled them to lay down their lands in grass, and to turn 
their attention to sheep-farming. ... Much present misery was the conse- 
quence. It is well, however, that necessity should have forced on the change. 
On every side the old arable fields were being converted into sheep pastures, 
and grazing became the chief occupation of our agriculturists during most part 
of the sixteenth century. Then the ground had the rest it needed” 
(pp. 153-4). 

* VY. G. Simkhovitch : “‘ Hay and History ”’ in the Political Science Quarterly, 
XXVIII (1913). 


3 Harriett Bradley: ‘The Enclosures in England: An Economic Recon- 
struction ”’ (Columbia Studies in History, Economics and Public Law, Vol. LXXX, 
No. 2, 1918). 


* Lord Ernle: ‘“‘ The Enclosure of Open-field Farms ” in the Journal of the 
Ministry of Agriculture for December 1920 and January 1921. 
5 Op. cit., p. 13. 
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teenth and fifteenth centuries the arable land, continuously 
cropped for corn for several hundred years, was losing its fertility. 
The yield was falling. Land which had produced a livelihood 
for a man and his family ceased to supply his necessary food. 
Portions were being abandoned as tillage.”"! His second article 
contains the following passage :— 

“ Reliable statistics are not available on so extensive a scale 
as to demonstrate in conclusive fashion the degree to which the 
vield had declined. But such figures as can safely be used seem 
to show that, even on demesne lands, the produce of wheat per 
acre had fallen from the neighbourhood of 10 bushels in the 
thirteenth century to between 6 and 7 bushels in the fifteenth 
century.” ? 

I venture to think that the available evidence does not 
support the view of medieval agricultural history which is im- 
plied in these quotations. There is, of course, no doubt that 
the systems of cultivation which were in use during the Middle 
Ages produced wretched crops and involved great waste of land 
through frequent bare fallowing, and personally I certainly 
consider that enclosure was necessary to agricultural progress. 
But it seems to me more than doubtful whether the defects of 
medieval agriculture included progressive exhaustion of the soil. 

One’s suspicions are aroused at the outset by certain in- 
accuracies and disagreements in the writings of those who 
advocate the theory of soil exhaustion and by the inadequate 
and unscientific nature of the evidence which is advanced to 
prove it. Dr. Simkhovitch, for example, speaks of the soil as 
being already exhausted in the thirteenth century, and quotes 
thirteenth-century wheat yields of 4-3 bushels and 5 bushels an 
acre.2 Lord Ernle, on the other hand, postulates a 10-bushel 
yield for the thirteenth century and argues for a progressive 
decline in yield in the two following centuries. In a footnote 
appended to the sentence in which he speaks of “ such figures 
as can safely be used,” Lord Ernle says: “The yield in 1397 
was on the Winchester land 6 bushels, and on the Whitney land 
6} bushels, to the acre. The thirteenth century work on agri- 
culture, known as Walter of Henley’s Husbandry, calculates the 
expected yield of wheat per acre at 10 bushels.” 4 As a matter 
of fact Walter of Henley is not the author of the estimate which 
is here attributed to him. The only remarks which Walter of 
Henley makes about the yield of corn are to the effect that a 


1 Op. cit., p. 838. 2 Op. cit., p. 899. 
3 Op. cit., p. 394 and footnote. * Op. cit., p. 899. 
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crop of siz bushels of wheat per acre will involve a loss “ unless 
corn sells well.””4 Apparently Lord Ernle has confused Walter 
of Henley’s Le Dite de Hosebondrie with the anonymous tract 
called Hosebonderie, which is bound up with Lamond’s edition 
of Walter of Henley. It is true that this anonymous Hose- 
bonderie is at least as old as the thirteenth century, that it says 
‘“‘ wheat ought by right to yield to the fifth grain,” and that it 
estimates the seed at from 2 to 2? bushels per acre. This means 
a crop of from 10 to 12 bushels an acre. But it is important 
to notice that such a crop is only what wheat “ ought by right 
to yield” according to an advanced agricultural writer, and 
that the author of the Hosebonderie goes on to speak of the 
chance of either the spring or the winter sowing being a failure 
and says definitely “‘ one cannot be sure of the yield above men- 
tioned.” He even alludes to the possibility of the crop being 
less than the seed sown.? There is really very little reason 
for supposing that he regarded 10 bushels as an average crop. 
In any case it is surely very unscientific to make a comparison 
between a thirteenth-century estimate and two crop records of 
the year 1397 the basis of a sweeping generalisation about the 
yield of wheat having fallen from about 10 bushels in the thirteenth 
century to between 6 and 7 bushels in the fifteenth century. It 
would perhaps be if anything more to the point to compare the 
thirteenth-century statement that wheat ‘“ ought by right to 
yield to the fifth grain ” with the assumption of Thomas Tusser 
(in the edition of 1577) that one-tenth of the corn grown should 
suffice for seed.* Besides, the use which Lord Ernle makes of 

1 Walter of Henley’s Husbandry, edited by Elizabeth Lamond (1890), pp. 
18-19. Simkhovitch remarks that Walter of Henley ‘“‘ shows a distinct tendency 
to exaggerate rather than to underestimate.” Op. cit., p. 394. Maitland says 
“he represents the ‘ high farming’ of his time, and in his two-course husbandry 
would plough the land thrice over between every two crops.” F. W. Maitland : 
Domesday Book and Beyond, 1907, p. 438. 

2 Walter of Henley’s Husbandry (edited Lamond), pp. 66-7, 70-1. 

3’ Thomas Tusser: Five Hundred Pointes of Good Husbandrie (English Dialect 
Society, 1878), pp. 136-7. William Harrison (1577) seems to confirm Tusser. 
He says: ‘‘ The yeeld of our corne-ground is also much after this rate folowing. 
Through out the land (if you please to make an estimat thereof by the acre) in 
meane and indifferent yeares, wherein cach acre of [rie or] wheat, well tilled and 
dressed, will yeeld commonlie [sixteene or] twentie bushels, an acre of barlie 
six [? two] and thirtie bushels, of otes and such like [foure or] five quarters, 
which proportion is notwithstanding oft abated toward the north, as it is often- 
times surmounted in the south.” (Harrison’s Description of England, edited 
by F. J. Furnivall, New Shakspere Society, Series VI, Part I1I. The Supple- 
ment, § 1, pp. 133-4.) I do not maintain that these estimates are trustworthy, 
but only that it is more scientific to compare estimates with estimates and crop 


records with their like. It is, of course, a far cry from the last quarter of the 
sixteenth century back to the fifteenth century. 














1922] EXHAUSTION OF THE SOIL IN MEDIEVAL ENGLAND 15 


the figures of the year 1397 is also open to criticism. To begin 
with, the two figures are not independent data. The Witney 
crop is included in the average figure for the demesnes of the 
Bishop of Winchester.1 Secondly, it is surprising that Lord Ernle 
chooses to compare these fourteenth-century figures with the 
estimate of the Hosebonderie rather than with the earlier figures 
for the same lands which are given in Dr. Bradley’s book. It 
would have been more pertinent to notice that the average wheat 
crop on the Winchester demesnes was only 4} bushels in the 
year 1208-9, and that at Witney it was only 32 bushels in that 
year.2 Lastly, neither Lord Ernle nor Dr. Bradley seems to 
be aware of the hypothetical character of these crop records. 
The figures are obtained by the process of dividing the total 
amount of produce by the number of acres sown in the following 
season, not in the preceding seedtime, and are therefore only true 
on the hypothesis that the acreage under wheat was not altered.® 
This fact adds importance to the omission of crops other than 
wheat from the statistics on which the arguments I am criticising 
are based. 

Of course a theory may be sound though the arguments 
advanced by its champions are faulty, and I pass to a more 
general examination of the evidence which bears upon the whole 
question. The best medieval crop records are derived from a 
comparison of the seed sown in one year with the crop harvested 
in the next. Such a comparison eliminates the uncertainties 
which are prodiced by local differences in corn measures and in 


the size of the a-re. But except in cases where the comparison 
was made ic minister’s accounts themselves, as occurred at 
Forncett i: -.orfolk between 1290 and 1306,‘ this method of 


investigation can only be employed when accounts are available 
for two or more consecutive years. And though no doubt a 
considerable number of such accounts would be forthcoming if 
one had time to embark upon the limitless s2a of manorial manu- 
scripts, only a few seem to be available in print. In a good 
many published statistics the figures are given without any 


1 ** Whitney ”’ is clearly a misprint for Witney. 

2 Bradley: op. cit., p. 52. 

8 This is frankly recognised in Mr. Hall’s edition of the Winchester Pipe 
Roll, from which the figures for 1208-9 are obtained; see Hubert Hall: The 
Pipe Roll of the Bishopric of Winchester, 1208-9 1903), p. xxvi. Dr. Gras also 
calls attention to the dependence of the Winchester statistics upon this hypo- 
thesis; see N. S. B. Gras: The Evolution of the English Corn Market, 1915, 
p. 216, footnote. 

4 F. G. Davenport: The Economic Development of a Norfolk Manor, 1906; 
p- 29, footnote. 
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indication whether they are obtained by the more exact method 
described above or are based, like those of the Bishop of Win- 
chester’s demesnes, upon the hypothesis that the area sown in 
the year covered by the account was approximately the same 
as that sown in the preceding year. In the following summary 
of the evidence which I have come across I shall indicate which 
figures are “ exact.” 

It will be best perhaps to start by collecting the data century 
by century, in order to see whether the figures seem on the face 
of them to support the theory of progressive soil exhaustion :— 








A. WHEAT. 
Place. | Year. | Ratio produce to seed. 

Wootton (Oxon) 4 os 2s | Bie 3 
Forncett (Norfolk) * ie ca ae 1290 5 (+ 14 bush.) 

ie a a ite 1293 43 (+ 34 bush.) 

a ‘5 wis a ss 1300 5 (— 2 qrs. 7 bush.) 
Wistowe (Huntingdon) ® os aie 1298 1} (+ 84 bush.) 

B. Oats. 

Wootton (Oxon) ! a 7 ve | 1278 23 
Basingstoke (Hants) * and as 1281 2} (— 4 bush.) 
Forncett (Norfolk)? .. “s a 1290 3 (— 1 bush.) 

ha 9 ae By iu 1293 4 (— 6 qrs. 7 bush.) 

as a 2 oe 6 1300 3 (+ 5 qrs. 7 bush.) 

C. BaRLEY. 

Wootton (Oxon) ! ae “a ea 1278 2} 
Basingstoke (Hants)* .. -% os 1281 | 4} (— 44 bush.) 
Forncett (Norfolk) > ‘si a ‘3 1280 Less than 2} 

- s - 7 a 1290 4 (+ 6 qrs. 3 bush.) 

ss as sc ais Re 1293 34 (+ 3 qrs. 44 bush.) 

ss “s se ‘a be 1300 44 (+ 5} qrs.) 
Wistowe (Huntingdon) * ae -. | 1298 2 (— 1 qr. 2} bush.) 

D. PEas. 

Forncett (Norfolk) ® ae as os 1290 3 (+ 2 qrs. 2} bush.) 


“ > ca ite ae 1293 34 (— 4 bush.) 
5 oe a 1300 | 6 (— 2qrs. 74 bush.) 


” ” 





1 Adolphus Ballard: ‘“‘ Woodstock Manor in the Thirteenth Century ” 
(Vierteljahrschrift fiir Social- und Wirtschaftsgeschichte, VI, 1908). I am not 
certain that Ballard obtained his figures by the ‘‘ exact ’’ method, though many 
of the accounts he used were for consecutive years, but at Wootton the areas 
sown with wheat, barley and oats were almost the same in 1277 as in 1278. 

2 F. G. Davenport: op. cit., p. 30, footnote. 

3, N. Neilson: Economic Conditions on the Manors of Ramsay Abbey, 1898. 
The Wistowe accounts are printed in full. I have assumed that Rogers is right in 
thinking that the “‘ring’’ of these accounts, like the coomb of the Eastern 
Counties, was 4 bushels. This seems almost certain on internal evidence, and 
it would not affect the ratio much if it were not. 

‘ F. J. Baigent and J. E. Millard: A History of Basingstoke, 1889, pp. 633, 
636. The interpretation of some of the Basingstoke figures is not free from 
doubt. I have taken the alternative least favourable to my argument. 

5 F. G. Davenport: op. cit., p. 29. 6 1b. p. 31. 
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1. The Thirteenth Century—tIn considering the thirteenth- 
century evidence, it will be well to bear in mind the expectations 
of the author of the Hosebonderie, since Lord Ernle makes his 
statements about the yield of wheat the foundation of a sweeping 
generalisation. The author of the Hosebonderie says that wheat 
ought to yield to the fifth grain, oats to the fourth, barley to the 
eighth, and beans and peas -to the sixth.1 Now the “ exact ” 
crop records of the century which I have come across are as 
in the preceding table (page 16). 

It will be noticed that except the Forncett wheat crops and 
except the Forncett oat crop of 1293 and the pea crop of 1300, 
all these yields were considerably lower than those expected by 
the author of the Hosebonderie. Probably the crops ought to be 
increased by one-ninth to allow for the deduction of tithe before 
the grain was carried to the barn. An allowance for tithe would, 
however, make but little difference: to the yield figures: at 
Wootton, for example, it would raise the figure for wheat from 
3 to 3}. For purposes of rough comparison with the statistics 
of the next century it may be allowable to take an unweighted 
average of the yields, ignoring the odd quarters and bushels. 
This process gives us less than four-fold as the yield of wheat, 
less than three-fold as the yield of oats, less than four-fold as the 
yield of barley and rather more than four-fold as that of peas— 
the exact figures being : Wheat, 3!5; Oats 237; Barley (if we take 
the yield of 1280 as 23), 315; Peas, 44. The question, of course, 
arises whether the years to which these figures belong were 
normal or exceptional years, and perhaps the best test of this is 
to be found in Rogers’ average prices, for we should expect prices 
to range high after a scanty harvest and low after one that was 
abundant. Unfortunately, the books from which I have ob- 
tained these figures do not, as a rule, make it clear whether the 
date given is the year of the harvest or the year in which the 
account was compiled, that is, the year following the harvest 
whose yield is recorded in the account. But whether, in these 
uncertain cases, we take the prices of the years given in the table 
or those of the following years, the averages work out for wheat 
at something between 6 per cent. and 7 per cent. above the 
average of Rogers’ decennial average prices for the period. 
For oats the figures are in both cases slightly below the 
average of the decennial averages, while for barley they exceed 
that average by about 1? per cent. in the one case and less than 
6 per cent. in the other. The corresponding figures for peas 

1 Walter of Henley’s Husbandry (edited Lamond), pp. 70-1. 
No. 125.—vou. XXXII. c 
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are less than 1? per cent. above the average if we take the years 
given in the table, but nearly 20 per cent. above it if we take 
the following years. Thus it appears that on the whole the year 
to which these crop records refer were not untypical of the last 
three decades of the thirteenth century. Only as regards peas 
does there seem any likelihood of their being years of abnormally 
low yield. 

For further information about thirteenth-century crops we 
must turn to figures obtained by the ‘“ hypothetical ”’ method 
mentioned above, and certain other figures as to which I am 
uncertain whether they were obtained by the “ exact ” method 
or not. The following table gives for the principal crops such 
figures coming within these two classes as I have been able to 
collect :— 


























| Bushels per acre. Bushels per acre. 
| | 
| —— sau ee 
et Places. 3 & 3 Year. Places. | re | > | g 
els & /e/4/6 
S| a |e] a | 
1209 | ‘Demesnes of Bp. of | 44} 74) 8 | 1248 | Wooton 24 | 94! 7 
| Winchester * ir Crondal (Hants) * — | 204 | 14} 
1243 | Bladon (Oxon) # 5%] 82, 41 > Sutton (Hants?) 4 64 | 163 | 133 
ee Combe (Oxon) 4 34 | 44 | 1249 | Bladon 6 | 10}| 5} 
ee Handborough (Oxon); 4 53 5 || 59 | Combe 3% | 73); 11 
am Wootton (Oxon) 5 3 7k », | Handborough 43 72) 74 
1244 | Bladon oes Be ee Wootton So |} a0 | a 
,» | Combe 64 | ? | 42 1263 | Bladon 4/5] 4 
a a “oa 64 | 16 94 | 1277 | Combe 44/1134] 9 
», | Wootton 6 |10 | 9 ; | Wootton 5 | 63] 8 
1245 | Bladon 5 10} 7 », | Witney (Oxon) * 83 | 154 | 104 
a Combe 53 / 7 | 6 1278 | Combe 5+ | 44) 6 
a Handborough 64 | 104 | 9% | 1282 | Handborough 44 (12 | 7% 
,, | Wootton 4 94 114 1283 | Handborough 5¢| 9 | 7 
1246 | Bladon 82 | 723 | 8$/: ,, | Witney 84 !12 | 16} 
x Combe 4 8 7 | 1284 Witney 10 20 113 
5 Handborough 3 94 84 | 1285 | Witney 734 | 16 103 
me Wootton 2 6 84 | 1289 | Combe 74 | 17 74 
1247 | Bladon | 5 94 63 a | Wootton 54] 74 7 
a Combe 4 | 10 & | 1294 | Combe 54] 14 | 12 
< Handborough | 43) 72] 82 ,, | Wootton 42 | 11 8 
pe Wootton rit 9% 103 | 1300 | Demesnes of Bp. of | 
1248 | Bladon 4 94) 8 Winchester * 9 | 103) 8} 
as Combe | 64) 6 64 
», | Handborough 15 8 | it | 





1 Hubert Hall: op. cit., pp. xvi, xliv, xlv. These estates were in the south 
of England and mainly in Hampshire, the areas being 6838 acres (wheat), 18603 
acres (barley), 7317 acres (oats), and the yield (compared with the seed sown 
for the following season) 24 for wheat, 24 for barley and 2} for oats. 

2 All the Bladon, Combe, Handborough and Wootton figures are from 
A. Ballard: op. cit., p. 459. 

2 F. J. Baigent: The Crondal Records (Hampshire Record Society, 1891), 
Part I, pp. 57-8, 67-8. The yield was 5 for barley 3 for oats. 

* Ibid., pp. 78, 81-2. Yield, wheat 34, barley 43, oats 4. 

5 The Witney figures are from Ballard’s chapter in A. E. Levett and A. 
Ballard: The Black Death on the Estates of the See of Winchester (Oxford: Studics 
in Social and Legal History, Vol. V, 1916), p. 203. 

6 N. 8. B. Gras: op. cit., pp. 263-4. The area was 3353 acres of wheat, 
1170} acres of barley and 3665 acres of oats, and the yields (based upon a some- 
what larger area) were: wheat 4, barley 3, oats 2. I have avoided the error 
which Dr. Bradley has pointed out in Gras’s totals. Bradley: op. cit., p. 53. 
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Many of the figures in this table, and perhaps all of them, 
depend upon the hypothesis that the area under a given crop 
was not changed in the seedtime following the harvest to which 
the crop record refers, but this defect also applies to the figures 
on which Dr. Bradley and Lord Ernle rely, as does also the 
uncertainty which attaches to all figures based on acreages because 
of local varieties in the size of the acre. The author of the 
Hosebonderie says that “acres are not all of one measure,” and 
mentions acres measured by perches of from 16 to 24 feet, and 
Ballard, in connection with the figures for Bladon, Combe, Hand- 
borough, and Wootton, which are included in the table, remarks 
that ‘“‘ the strips which were called acres, were probably less than 
160 poles in extent,” and that “the old maps of Oxfordshire, 
published by the Clarendon Press, show that the customary 
acre in this county varied from 90 to 120 poles.” + On the other 
hand, we read in the Hosebonderie that ‘‘ one can in many places 
reasonably sow four acres with a quarter of seed, where the land 
is measured by the perch of sixteen feet and a half,’ and that 
“‘in many places it requires a quarter and a half to sow five acres 
with wheat, rye, and beans and peas, and two acres with a quarter 
of barley and oats”; ? and Ballard tells us that at Wootton and 
Combe “it was customary to sow 2 bushels each of wheat, barley 
and peas, and 4 bushels of oats to the acre,’”’ and that “‘ the seed 
sown at Witney was 24 bushels of wheat to the acre, and 4 bushels 
each of barley and oats.” *—figures which seem to suggest that on 
these manors the acre did not differ much from the statutory acre. 
The deduction of tithe is another factor to be remembered. 

Taking the figures in the table as they stand, one notices 
that, of the 45 wheat yields, only 1 (that of 1284 at Witney) 
reached the figure which the author of the Hosebonderie expected 
and which Lord Ernle considers was the usual yield in the 
thirteenth century, though an allowance for tithe would bring 
one other instance (the Winchester demesnes in 1300) up to this 
standard. Even if one allows for tithe deduction, it appears 

1 A. Ballard: op. cit., p. 450. 


* Walter of Henley’s Husbandry (edited Lamond), pp. 66-7. 
3 A. Ballard: op. cit., p. 448, and A. E. Levett and A. Ballard: op. cit., 
p. 192. 


4 The fact that these were ecclesiastical estates does not affect their liability 
to pay tithe. Iam informed by Prof. E. W. Watson that lands which the Bishop 
of Winchester held as part of the temporalities of the see would pay tithe just 
as if the land was held by a layman. Monastic lands also paid tithe as a rule, 
though the Cistercians were exempt on land which they owned and farmed, and 
the military orders also had special privileges in this respect. Land which had 
once belonged to the privileged orders might continue to be exempt after it had 
passed into other hands. 

c2 
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that no less than 26 of the wheat crops were less than the 6-bushel 
standard which Lord Ernle takes as marking the reduced yield 
of the fifteenth century. As regards barley the figures are even 
more striking. The author of the Hosebonderie expected 32 bushels 
per acre, and the heaviest crops in the table are one of 20} bushels 
at Crondal in Hampshire (1248) and another of 20 bushels at 
Witney (1284). Even if we assume that the sowing was in every 
case as light as it was at Wootton and Combe, the ratio of crop 
to seed must have been less than half that mentioned in the 
Hosebonderie in 9 cases and can only have come up to it in 7. 
Of the oat crops, only 1 reached the standard of the Hose- 
bonderie (16 bushels), and in 15 instances out of the 46 the crop 
was less than half that standard. In drawing these conclusions 
I have made allowance for tithe deduction. 

But the general implication of the figures can best be shown 
by an average; and, in order to diminish the influence of possibly 
exceptional seasons, I have taken an average for each year for 
which the table contains statistics (adding one-ninth for tithe) 
and then have taken an average of the resulting figures. The 
result gives the following average yields for the 18 seasons (of 
which it should be noticed that 8 belong to the first half and 
10 to the second half of the century): Wheat, between 6} and 
6} bushels per acre; Barley, between 11} and 11} bushels; Oats, 
between 9} and 9} bushels.} 

2. The Fourteenth Century.—The fourteenth century data, 
like those of the thirteenth century, had best be divided into 
two groups according to the method by which the resultant 
figures have been calculated. And first I shall consider crop 
records which have been obtained by the “exact” method— 


1 Since the tables for the thirteenth century were compiled I have noticed 
that some additional figures can be obtained by the ‘‘ hypothetical ’’ method 
from the Forncett Account Roll of 1273 which is printed in Appendix VIII 
of Miss Davenport’s Economic Development of a Norfolk Manor. The figures 
are as follows :— 


Wheat, nearly 12 bushels an acre. Ratio of produce to seed, 5}. 
Barley, nearly 13 bushels an acre. Ratio of produce to seed, 23. 
Oats, 18} bushels an acre. Ratio of produce to seed, 4}. 
Peas, 9 bushels an acre. Ratio of produce to seed, 4. 


‘These crops are heavy for the period (especially as there was some curallum 
or small corn of wheat and barley which I have not counted), and their in- 
clusion in the table would tend to raise the average figures. But it appears 
from the figures in the first table given above that the Forncett wheat yields were 
exceptionally good, and it is certain that in the Middle Ages the districts most 
suited to a particular crop must have had less influence in raising the national 
average than they have to-day. Lack of transport and the prevalence of sub- 
sistence farming meant that there was little specialisation of districts in the 
crops to whick they were best suited by soil and climate. 
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that is to say, by a comparison of the seed sown with the produce 
garnered in the following harvest. The figures are given in the 


next table :— 
A. WHEAT. 





’ : 
Place. Year. Total seed. Total crop. Ratio “naw to 





Forncett (Norfolk) * 1303 => -- 
1306 aes — 


4 (+- 2 qrs. 63 bush.) 
(- 4 bush.) 


orn 


9%. ” 

Ten Manors of Merton 
College, Oxford, in six 
Southern and Midland | 

Jounties # 1334 | 165 qrs.6 bush. | 715 qrs. 54 bush. $} (+ 11 qrs. 2 bush.) 

Eleven Manors of Merton 
College in seven South- 
ern and Midland 
Counties 1335 | 154 qrs.0 bush. | 727 qrs. 2 bush. 43 (— 4 qrs. 5 bush.) 

24 pecks 

Eleven Manors of Merton 
College in seven South- 
ern and Midland 








Counties 1336 | 148 qrs. 3} bush. | 599 yrs. 24 bush. | 4 (4-5 qrs. 5} bush.) 
Hawsted (Suffolk) * 1388 16 qrs.4 bush. | 69 qrs. 2 bush. | 4} (—7 bush.) 
B. OatTs. 
Forncett (Norfolk) 1303 -- -- 34 (+ 34 bush.) 


34 ( 
ps a 1304 _ — 34 (+ 3 qrs. 3$ bush.) 
” ” 1306 —_ _ 3 (— 38 qrs. 5 bush.) 
Seven Manors of Merton 
College in five Southern 
and Midland Counties 1334 158 qrs.4 bush. 429 qrs.7} bush. | 23 (—5 qrs. 74 bush.) 
Eight Manors of Merton 
College in six Southern 
and Midland Counties 1335 161 qrs.2 bush. 498 qrs. 4 bush. 3 (+ 14 qrs. 6 bush.) 
Seven Manors of Merton 
College in five Southern 





and Midland Counties 1336 154 qrs. 64 bush. 414 qrs. 6 bush, 23 (— 10 qrs. 7§ bush.) 
Hawsted (Suffolk) 1388 19 qrs.3 bush. 40 qrs. 4 bush. 2 (+1 qr. 6 bush.) 
C. BARLEY. 
Forncett (Norfolk) 1303 — — 3 (+1aqr.5 bush. 3 
pecks) 
o me 1304 _ a 4 (+ 3 qrs. 1} bush.) 
1306 _ _ 4 (— 2 qrs. 5 bush.) 


9° ” 

Eight Manors of Merton 
College in five Southern 
and South Midland 
Counties 1334 97 qrs.44 bush. 387 qrs.23 bush. 4 (—2qrs. 7} bush.) 

Eight Manors of Merton 
College in five Southern 
and South Midland 
Counties 1335 89 qrs. 2 bush. 388 qrs. 24 bush. 43(-++ 9 qrs.) 

Seven Manors of Merton 
College in five Southern 
and South Midland 


Counties 1336 92 qrs. 0 bush. 421 qrs.24 bush. 44 (+ 7 qrs. 23 bush.) 
Hawsted (Suffolk) 1388 13 qrs. 0 bush. 52 qrs. 2 bush. 4 (+2 bush.) 
D. PEAS. 
Forncett (Norfolk) 1303 -- _ 4 (+1 4qr. 2 bush.) 
at i 1304 | — are 4 (+ 3 ars. “Wi bush.) 
1306 — — 2 (—1 qr.) 


Seven Manors of Merton 
College in five Midland 
and South Southern 
Counties 1334 
Seven Manors of Merton 
College in six Southern 
and Midland Counties 1335 
Seven Manors of Merton 
College in six Southern 
and Midland Counties 1336 | 21 qrs.6} bush. | 79 qrs. 5} bush. 32 (— 2 qrs. 0;*; bush.) 


12 qrs. 6} bush. | 88 qrs. 1 bush. 63 (+ 3} bush.) 


28 qrs. 34 bush. | 125 qrs.1} bush. 43 (— 2 qrs. 6 bush.) 





1 All the Forncett figures come from F. G. Davenport: op. cit., pp. 29-31. 

2 The figures for the Merton College manors are calculated from the tables 
in J. E. Thorold Rogers: A History of Agriculture and Prices, Vol. I (1866), pp. 
38-45. 

2 The figures for Hawsted come from Sir John Cullum : History and Antiquities 
of Hawsted and Hardwick in the County of Suffolk (2nd edition, 1813), pp. 215-19, 
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The statistics in the above table yield the following figures 
as the (unweighted) averages of the yields shown in the fifth 
column: Wheat, 48; Oats, 213; Barley, 323; Peas, 44. It will 
be noticed that the figure for wheat is considerably larger, and 
that the figures for oats and barley are slightly larger than the 
corresponding figures for the thirteenth century. Peas show a 
slight decline. 

The test of Rogers’ prices seems to indicate that the seasons 
to which these crop records belong were on an average rather 
more abundant, except perhaps in the case of oats, than were 
the various decades to which they belong taken together. But 
the most notable sign of the seasons being super-normal is the 
fact that the average price of wheat for the various years taken 
together was nearly 12 per cent. below the average of the de- 
cennial average prices for the decades to which those years 
belong, and this difference depends on the assumption that the 
dates of the Forncett figures are the dates of the rolls, not the 
dates of the harvests. If we assume the contrary, the difference 
in price is reduced to less than 2 per cent. On the whole the 
evidence does not seem to me to suggest that the years of the 
crop records were sufficiently abnormal to invalidate the com- 
parison made above between these records and those of the 
preceding century.' 

The table on page 23 gives fourteenth-century figures which 
have been obtained by the ‘‘ hypothetical’? method mentioned 
above, or as to which I am uncertain whether they are 
“exact” or “ hypothetical.” 

A comparison of this table with the corresponding table for 
the thirteenth century shows (i) that in 4 cases the wheat 
crop, in 6 cases the barley crop, and in 1 case the oat crop was 
heavier than the heaviest crop of the kind in the thirteenth- 
century table; (ii) that only in 15 instances out of 35 was the 
wheat crop less than 6 bushels, whereas of the 45 wheat crop 
records of the earlier table no less than 31 failed to reach that 
figure; (iii) that, as regards barley, 12 crops out of 36 were 
under 10 bushels in the later period as compared with 26 crops 
out of 45 in the thirteenth century; but (iv) that in the case 


1 Besides the statistics given in the table, ‘‘ exact’”’ figures are also available 
from Hawsted on an acreage basis for the harvest of 1390. They are: Wheat, 
nearly 6 bushels an acre; Barley, 12? bushels; Oats, nearly 5 bushels; Peas, 
12} bushels. The fact that the price of wheat in 1391 was, according to Rogers, 
5s. 53d., while the average prices were 5s. 2d. for the decade 1381-90 and 5s. 3d. 
for the decade 1391-1400, seems to suggest that the harvest of 1390 was somewhat 
scanty. In 1388, however, the crop of peas at Hawsted was less than 7} bushels 


an acre. 
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of oats 18 crops out of 34 fell short of an 8-bushel standard in 
the fourteenth century as compared with 20 crops out of 46 in 
the earlier period. In making these comparisons I have taken no 
account of tithe deduction. In order, however, to obtain average 
figures comparable with those which were calculated from the 
corresponding table for the thirteenth century, I have added 
one-ninth for tithe, taken an average for each year for which 
there are figures, and then have taken an average of the resulting 
figures. The following is the result: Wheat, between 74 and 
7?; Barley, between 15} and 1534; Oats, between 84 and 8? bushels. 
As compared with the corresponding thirteenth-century figures 
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1316 | Cuxham (Oxon)? | 7t 64 FOR Xe Brightwell 9 18} 4 
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Merton College in | 1351 Witney 6 sO 114 
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South Midland af Downton 4 13 94 
Counties * 11 203 12 1352 Witney 8 7t 4} 
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1342 | Witney | 6 | 18 6 || 13853 Witney 5 8% 8 
1346 | Witney 5% | 193 | 17 a Brightwell 134 | 29% 23 
= Brightwell (Berks) 10? | 253 5} a Downton 7 12 5 
os Downton (Wilts) 5t | 14 84 || 1387 Hawsted (Suffolk) ° 84 162, 8} 
1547 | Witney 64 | 20} 8 1397 Demesnes of the Bp. 
a Brightwell Sf 28 53 of Winchester * 6 | 15 | 10 
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1 The figures for Combe and Wootton are from Ballard: op. cit., p. 459. 

2 These figures are calculated from the roll printed in J. E. Thorold Rogers : 
op. cit., Vol. II (1866), pp. 617-30. The hypothetical yields were: Wheat, 3}; 
Barley, 2. 

3 These figures are calculated from the tables in J. E. Thorold Rogers : 
op. cit., Vol. I, pp. 38-9. The number of manors are those for which wheat 
figures are available. The hypothetical yield averages are: Wheat, 5}; Barley, 
53; Oats, 3}. 

4 The figures for Witney, Brightwell and Downton are from Levett and 
Ballard : op. cit., pp. 203, 210, 216. 

5 The figures for Hawsted are calculated from those given in Cullum: op. 
cit., pp. 215-19. 

6 These figures are calculated from the tables in Gras: op. cit., pp. 267-8. 
The areas were: Wheat, 2366} acres; Barley, 13024 acres; Oats, 1660} acres. 
The yields were: Wheat, 3; Barley, 33; Oats, 23. Besides the figures in the 
table “ hypothetical ”’ yields are available for a few years for Wistowe, Hunting- 
donshire, viz.: Wheat, 14 ? (1307), 4} (1311), 7% (1316), 3 (131872); Barley, 
5% (1307), 3} (1311), 33 (1318); Oats, 34 (1307), 14 (1311), 14 (1318 2), 2 (1351), 
less than 1 (1368). But I suspect that sheaves of oats fed to stock were not 
counted. These figures are calculated from Neilson: op. cit., passim. 
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these show an increase of over 1 bushel for wheat, an increase of 
4 bushels for barley and a decrease of about ? of a bushel in 
the case of oats. 

3. The Fifteenth Century.—F¥or the fifteenth century neither 
Lord Ernle nor, I think, Dr. Bradley quotes any figures at all, 
and statistical evidence of this period is certainly hard to come 
by. For one thing, scholars have paid less attention to the 
fifteenth-century account rolls than they have to those of earlier 
date. The thirteenth-century accounts have attracted attention 
because they are the earliest we possess, and the fourteenth- 
century accounts have interested historians because of the light 
they throw upon the effects of the Black Death and the Revolt 
of 1381. But in any case a fifteenth-century minister’s account 
is liable to be deficient in figures bearing upon the yield of the 
crops. It was becoming increasingly common to let the demesne 
to tenants, and when the land was dealt with in this way the 
lord’s bailiff was no longer interested in keeping an account of 
the crops. 

It may, however, be worth while to set forth the fragments 
of evidence which I have been able to collect. The first is some 
figures relating to Adisham in Kent which come from a docu- 
ment in the archives of Canterbury Cathedral. This document 
is, unfortunately, undated, but Thorold Rogers says it ‘‘is certainly 
to be assigned to the middle of the fifteenth century.” And 
Rogers tells us that it shows the rate of production per acre to 
have been: Wheat, 12 bushels; Barley, 16 bushels; Oats, 
20 bushels.1 It will be noticed (a) that these figures ave 
all larger than the average figures both of the thirteenth 
and the fourteenth centuries; (b) that the crops of wheat and 
oats exceed the largest in the thirteenth-century table and are 
only surpassed by two fourteenth-century wheat crops; (c) that 
the barley crop is only exceeded by 4 thirteenth-century and 
14 fourteenth-century crops. The second piece of evidence is 
that supplied by the Account Roll of Ansty in Hertfordshire 
which is printed in the Appendix to the first volume of Cunning- 
ham’s Growth of English Industry and Commerce and belongs to 
the year 1402, so that the harvest of which it tells us is that of 
1401. The application of the ‘ hypothetical’ method to this 
document gives the following figures : Wheat, between 8} and 8} 
bushels per acre; Barley, between 26} and 263 bushels; Oats, 
between 9} and 9} bushels; Peas, between 6? and 7 bushels. 
Wheat, barley and oats were thus superior to the averages 


1 J. E. Thorold Rogers: op. cit., Vol. IV (1882), p. 39. 














1922] EXHAUSTION OF THE SOIL IN MEDIEVAL ENGLAND 25 


of the thirteenth and fourteenth centuries.1_ The ratio of pro- 
duce to seed was, however, less than 3 in the case of peas—a 
figure considerably poorer than the average figures for the pre- 
ceding centuries. Lastly, an account roll of Wistowe in Hunting- 
donshire, which probably, but not certainly, belongs to the year 
1466, contains particulars (on the ‘“ hypothetical” basis) of a 
barley crop of over 23 bushels (with 5 as the return of produce 
to seed), which is larger than any barley crop in the thirteenth 
century table and considerably above the average for the four- 
teenth century. As regards the character of the seasons it should 
be noticed that wheat and barley prices were abnormally high in 
1402, and that prices in 1467 seem to indicate that the barley 
harvest of 1466 was little if at all above normal. 

Before an attempt is made to summarise the conclusions which 
are suggested by all this evidence a word must be said about 
another method of testing the information which bears upon 
the theory of soil exhaustion. No doubt one of the best tests 
would be to compare the average yields of the same manors for 
the thirteenth and fourteenth centuries. This method would 
eliminate uncertainties which spring from differences in the size 
of the acre and in the original fertility of the soil as between 
place and place, and, if records for a sufficient number of seasons 
could be obtained, the influence of abnormal seasons would be 
discounted. But data are not available in print for an adequate 
application of this test. Dr. Bradley attempts to apply it in the 
case of Witney, but she fails to recognise that some, and possibly 
all, the Witney figures are ‘‘ hypothetical,’ and she only applies 
the method to the case of wheat. It is true that the oats at 
Witney, as well as the wheat, show a fall in the fourteenth century 
as compared with the thirteenth century (from an average of 
about 13 bushels to one of not quite 9 bushels); but the signifi- 
cance of these figures is reduced by the fact that the barley 
average slightly improved, being between 143 and 143 bushels 
in the later and almost exactly 14} bushels in the earlier century. 
In any case Witney is only one manor. 

In regard to the problem as a whole I wish to emphasise the 
fact that I do not profess that the evidence I have brought for- 
ward is adequate to prove, or even to make probable, any positive 
conclusion. I am not prepared to maintain that the yield of corn 
improved or even remained steady in the later Middle Ages. All 
I contend is that until much stronger evidence is forthcoming 


1 That is, if onc-ninth is added for tithe to make the figures comparable. But 
I feel uncertain about my interpretation of the entry regarding oats. 
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than that provided by Lord Ernle and Dr. Bradley, it is quite 
unscientific to conclude that the open field farms did decline in 
fertility in the fourteenth and fifteenth centuries. For the in- 
direct evidence cannot easily bear the construction put upon it. 
It is suggested by Lord Ernle that in the later Middle Ages the 
poorer land “dropped out of arable cultivation because it no 
longer produced enough to make tillage profitable,” and that 
“‘Jand which had produced a livelihood for a man and his family 
ceased to supply his necessary food.’ 1 But surely, unless the 
population declined, a diminution in the fertility of the soil 
would tend, in a self-supporting country, rather to produce an 
increase than a restriction of the arable area. And if the popu- 
lation deciined—if the reduction of population by the Black 
Death was not rapidly made good—then the most obvious ex- 
planation of the conversion of arable to grass would seem to be 
the diminished demand for bread-stuffs. The new theory is so 
hard to reconcile with the facts of general economic history. 
If men found it harder to get food because of the exhaustion of 
the soil, how can we explain the expansion of industries such as 
cloth-weaving which did not increase the food supply? Is there 
any evidence of considerable and increasing importation of food- 
stuffs from abroad? If food did come from abroad, how is it 
that the open fields of the continent were able to supply it? 
Why did not they, too, suffer from this process of soil exhaustion ? 
And why did wages in England rise? How was it that the 
amount of wheat which the agricultural labourer’s wage would 
buy increased so enormously between 1300 and 1500? If the 
peasant’s holding was no longer able to supply him with as much 
food as it formerly did, he would surely have dragged wages down 
by his urgent need of part-time employment as a wage-earner. 
Thus the indirect historical evidence, like that which directly 
bears upon the question of yield, does not even point in the direc- 
tion which the theory of soil exaustion seems to require. And 
apart from historical facts the theory is on the face of it anything 
but probable. It is as hard to reconcile it with what we know of 
the processes of soil exhaustion as it is to fit it into the general 
framework of English economic history. On heavy land a bare 
fallow every third year would probably be sufficient to maintain 
fertility. Moreover, the arable did receive some manure in the 
Middle Ages, and some of it was cultivated on the two-field system 
and was fallowed every other year. Finally, if the fertility of 
the soil was reduced, is it likely that the course of events would 


1 Lord Ernle: op. cit., pp. 838, 899. 
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have been such as Lord Ernle supposes? The arable was not 
virgin soil in the thirteenth century: probably the greater part 
of it had been under the plough for many hundred years. If, 
then, the yield was 10 bushels of wheat per acre in the thirteenth 
century and thereafter declined, we must either suppose that 
the crops were incredibly large, say, at the time of the Norman 
Conquest, or else that the system only began to exhaust the soil 
after giving stable or increasing returns for several centuries. 
But the Rothamsted experiments in continuous cropping seem 
to indicate that the tendency of an exhausting system of culti- 
vation, at least in the case of wheat, is to reduce the crop to a 
minimum in a few decades, but that this minimum, once it is 
reached, can be maintained almost indefinitely. A plot at 
Rothamsted has been under wheat every season for 78 years 
without receiving any manure: the crop diminished rapidly in 
the first 30 years; but Sir Daniel Hall (then Mr. A. D. Hall), 
writing in 1905, said: ‘‘ All the evidence seems to point to the 
fact that this plot, which has been without manure of any 
description since 1839, has reached a stationary condition, and 
that the average crop of 12} bushels for the last 40 years will in 
future diminish very slowly, if at all.” } 
REGINALD LENNARD 


1 A. D. Hall: The Book of the Rothamsted Experiments, 1905, p. 37. The case 
of barley is somewhat different, and Sir Daniel Hall, speaking of the plot on 
which barley has been grown for the past 70 years, says: ‘‘On the whole, the 
results point to the probability that unmanured land will become unable to grow 
barley contiriuously at a much earlier date than will be the case with wheat, so 
comparatively restricted is the range of the barley roots,” op. cit., p. 76. But 
though the crop of barley has declined continuously from decade to decade, a 
decline in the later decades also took place on the manured plots, and I notice 
that the steepness of the curve which shows the decline on the unmanured plot is 
less for the later decades (when the dunged plot was also declining in yield) than 
it is for the earlier period when the crop on the dunged plot was increasing. 
These facts seem to indicate that the tendency to stability is not peculiar to 
wheat. I am indebted to Professor Somerville for valuable information in regard 
to these experiments. 











INTERNAL AND EXTERNAL PURCHASING POWER 
OF PAPER CURRENCIES 


THERE has been some discussion as to the relationship between 
change in the value relatively to the American dollar of national 
monies which are practicably inconvertible, and the change in 
the general level of wholesale prices as shown by index-numbers. 
Although there is a substantial measure of correspondence, there 
are important discrepancies and discussion has centred upon the 
explanation of the discrepancies. 

In this connection Prof. Pigou has shown! that the dis- 
crepancies vary considerably according to the particular index- 
number used for each country, but that there nevertheless remains 
something which is not to be explained by mere accident. 

It appears to have been the case that during the first half of 
1919 the exchange value of European currencies in terms of the 
dollar had not fallen by so much as the extent to which European 
prices had risen relatively to American prices (measuring in each 
case the rise since 1913). By 1920 the reverse was the case, 
Exchange values of money in terms of the dollar had fallen by 
more than the extent to which European prices had risen relatively 
to dollar prices.? 

In the early part of 1919 the exchange value of the frane had 


1 Economic JOURNAL, December 1920: ‘‘Some Problems of Foreign 
Exchange.” 

2 As it is intended to question the theory which appears to be implied in much 
of the discussion of the causes of this phenomenon, the nature of the question 
may be made plainer by the use of a few symbols. Let a selected group of 
goods cost in France in 1913 F, francs, the same goods in America cost in 1913 
D, dollars, and the exchange value of the franc is R, franes for one dollar. 

For a year later let the same group of goods cost F, frances in France and 
D, dollars in America, and let the exchange value of francs be R, francs 
per dollar. 

The internal purchasing power of the franc has changed in the ratio of - 
(e.g. if prices have doubled, the purchasing power is halved). The external 
purchasing power of the franc has changed in the ratio of -1 "1, The extent of 
the change will be the same for internal and external purchasing power only— 
2 F D,R 
fs Se, 

F, ob, R, 
Prof, Pigou’s index-numbers on p. 461 are 


100D, R, | F, 
a.” 2, 

















MARCH 1922] PURCHASING POWER OF PAPER CURRENCIES 29 


not fallen so much, having regard to the changes in price levels, 
as might have been expected, and in the latter period it has 
fallen further than might have been expected. 

With regard to the first period, the “‘ pegging,’ more or less 
successful, of exchanges together with financial borrowing from 
the American Government, etc., may account for the phenomenon, 
as Prof. Pigou contends. The main question which interests 
people now, however, is the low exchange value of continental 
currencies in terms of the dollar. There has been much dis- 
cussion, and it may be said briefly in the words of Mr. T. E. 
Gregory,! that ““ Exchange experts at the present time are divided 
into two camps: those who think that the exchanges are dis- 
located because of inflation, and those who think that they are 
dislocated because of ‘an excess of imports over exports.’ ”’ 
Mr. Gregory pronounces his adherence to the former school and 
will allow no merit in the latter. Prof. Pigou is not to be readily 
fitted into any briefly described school, but may be said, in the 
article cited, to imply a recognition of what Mr. Gregory would 
call the ‘‘ balance of trade theory.” The present writer has no 
substantial quarrel with most of Prof. Pigou’s discussion, but he 
takes exception to his statement of the general doctrine of pur- 
chasing power parities, and submits that some further analysis 
of the theory is required in order to make clearer the points at 
issue between the more controversial writers. 

No one will deny that if one country, say France, inflates its 
inconvertible paper money whilst England, let us say, has ceased 
to do so, that will result in a fall in the value of francs in terms 
of English money and a rise in all prices in France, expressed in 
francs. There seems also, in the absence of any change except- 
ing this purely monetary change, to be no reason why prices of 
all goods in France, whether domestic or imported, mobile or 
immobile, should not move in the same degree, given sufficient 
time for the adjustment to take effect. The real position in the 
end would be exactly the same as before, so far as the production 
and distribution of goods was concerned. [If all prices in France 
had doubled for purely monetary reasons, and no such change 
had occurred in England, one would expect to find that the 
franc had fallen to exactly half its former value. If it was 
otherwise, there would be permanent alterations in trade, which 
there does not seem to be any reason to expect. During the 
process of adjustment, however, there would be alterations in 
trade. France would at first experience an adverse balance of 


1 Foreign Exchange, Before, During and After the War. 
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trade. In such circumstances it may be perfectly correct to say, 
with Mr. Gregory, that the adverse balance is an effect and not a 
cause. It is the result of the inflation, and if other circumstances 
remained the same, and if the additional inflation, once made, 
were to cease, the fall in exchange value of the franc would 
check imports into France and stimulate exports, and would 
ultimately put an end to the adverse balance of trade. A new 
equilibrium would be reached on the basis of a lower level of 
value of the franc. There is also the complication, recognised 
by Mr. Gregory, that if the inflation of francs persists, dealers 
may depress the value to-day below the point which the existing 
volume of francs would justify, in anticipation of future depression. 
On the contrary, they may anticipate that the future is going to 
make for an improved value of the franc, and the value may be 
raised, by bull speculation, above the point which would be the 
equilibrium if the present volume of francs and of English money 
were stereotyped. 

It is open to question, however, how far this tendency to 
anticipate events can be accepted as an explanation of the low 
external purchasing power of continental currencies, relatively to 
their internal purchasing power. If dealers can anticipate that 
the value of the franc will be lower in six months’ time because 
of further inflation, and therefore depress the value at once, by 
bear speculation, why should not dealers in wheat and other 
commodities in France equally anticipate a future rise in the 
price of wheat, etc., in France, and consequently raise the price 
at once in anticipation? It is not apparent why anticipation 
should be more effective in relation to external than in relation 
to internal purchasing power. 

So long as changes occur solely on account of changes in the 
volume of inconvertible paper money, any index-number, whether 
of wholesale or of retail prices of goods in the country in question, 
should serve to register correctly the change in the value of 
money and should be reflected in a corresponding change in the 
foreign exchange quotation of the money, allowance being made 
for any similar and contemporaneous changes in the volume of 
foreign money, and provided that time is allowed for the sub- 
sidence of incidental temnorary variations between the effect on 
different kinds of goods, and provided that prices are free from 
control. In fact, in pure theory the price of any one article 
should suffice for an index-number. 

Actually, however, there are other changes occurring, and in 
particular the foreign exchange value of money may be strongly 








a 


a 


—_ oN = Oe 








1922] PURCHASING POWER OF PAPER CURRENCIES 31 


affected by a change in the demand for foreign goods, or in the 
circumstances of supply of goods available for export or by the 
necessity for payment of foreign debts. 

In the circumstances of Germany, for instance, following the 
end of the War, a heavy depreciation of the value of the mark in 
terms of dollars would have been inevitable even if there had not 
been a great inflation of the. volume of marks. It is nothing 
anomalous that the external purchasing power of the mark has 
fallen to a greater degree than has the internal purchasing power. 
It is a natural consequence of abnormal indebtedness and 
dependence on foreign imports coupled with inability for a long 
time to produce goods for export. 

The effects of circumstances of this kind, with regard to 
index-numbers of prices and the foreign exchanges, can best be 
considered if we make abstraction of changes in the volume of 
money. We might, of course, consider the problem on the 
hypothesis that the pre-war gold standards were in general use, 
but it is probably simpler to retain the supposition that the 
country under consideration has an inconvertible paper money. 

Suppose we take an extreme case of two countries which are 
isolated, each having its own inconvertible paper money. Sup- 
pose first that there is no foreign trade at all, and therefore no 
exchange of the money and no rate of exchange. Some kind 
of comparison of the relative values of the monies might be 
made, however, by compiling index-numbers. Calling the monies 
shillings and marks and the countries A and B, we may suppose 
it is found that wheat sells, on an average, at 50 shillings per 
quarter in A and 50 marks per quarter in B. It is enormously 
against the probabilities, however, that, in the circumstances 
supposed, the equality of prices would apply, even approximately, 
all through the range of goods. That natural inequality of the 
conditions of production in different ‘‘ countries ” is the funda- 
mental fact underlying international trade. We may suppose, 
however, that by computing index-numbers of all those com- 
modities which were tolerably comparable in quality, a rough 
comparison could be made of the purchasing power of the shilling 
and the mark, and that they are about equal. It is of some use 
to think out what this would mean in various circumstances, but 
that cannot be entered upon here. 

Now let there be communication opened which permits trading 
in only two commodities—say tin is exported by A and copper 
by B. This will result in the determination of a rate of exchange 
between marks and shillings; but there is no reason at all why 
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it should lead to equality between shillings and marks. The 
rate will depend entirely on the circumstances of supply and 
demand of these two articles. The shilling may exchange for 
two marks, without any substantial alteration of the general 
index-numbers, and this may be a permanent and normal state 
of things. 

Now it is quite true that if, in these conditions, country B 
doubled the amount of its money, for some reason of internal 
policy, that would react on the foreign trade and the ultimate 
effect would be, other things being unchanged, an exchange of 
four marks instead of two for the shilling. Any temporary 
adverse balance of trade would be a mere episode and an effect 
of the ulterior cause, the change in volume of money. It is also 
true, however, that if there were no change in the relative volumes 
of money a similar change—or one in the reverse direction—could 
be brought about by a change in the circumstances of supply of 
or demand for either tin or copper, and such change might be of 
any degree of permanence and might coincide with and complicate 
effects due to changes in the volume of money. 

We may now go to the other extreme, and endeavour to 
suppose every commodity to be the subject of international 
exchange, in a world market which is very large in comparison 
with that of any one country, country A now standing for the 
world, and the cost of transport so small that the price of no 
article is, to any appreciable extent, affected by local conditions. 
Even so, an alteration in the exchange rates of country B may 
be produced without any change in the volume of its money. 
Suppose persistent drought diminishes the harvests and compels 
more dependence on foreign food supplies. That creates an 
adverse balance of trade and lowers the exchange value of marks. 
The extent of the alteration will depend on the circumstances of 
supply of goods available for export and of demand for goods to 
be imported. Conceivably the value of the mark, in foreign 
money, may be halved and, in the special conditions assumed, 
one would be obliged to infer that all prices of goods in marks 
would be approximately doubled, and one might then be tempted 
to say that people in B would be getting the same income as 
before in marks but would be able to buy only half as much. If 
that were a possible result Mr. Gregory might say that it was in 
accordance with his view, since he recognises that halving the 
volume of goods must be more or less equivalent to doubling the 
quantity of money. Actually, however, we cannot really postu- 
late any such simple result even in the most abstract imaginary 
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case. If the price of raw cotton in B were doubled by reason of 
the halving of the value of the mark, and the same wages in 
marks continued to be paid to the spinner, weaver, etc., you 
could not have a simple doubling of the price in marks of yarn 
or piece goods. The doubling of wholesale prices of goods entirely 
imported could not and would not mean that just half the volume 
of physical wealth was available for purchase.1 The effect on 
the exchange value of the mark would quite properly be said to 
be the result of the change in the relations of supply and demand 
in connection with foreign trade, and would have no necessary 
tendency to be equal to the change which might occur in the 
physical volume of the flow of wealth. We might say, however, 
that wholesale prices of many goods would exactly reflect the 
change in the value of the mark. 

The case just postulated, however, is also an extreme case. 
The truth about any particular country is somewhere between 
the first case, where there was only one article of import and 
export, and the second, in which we tried to suppose that every- 
thing on which money was spent responded perfectly to a world 
market price on which the influence of any one country was 
negligible. The price of milk and bricks and hay in Dresden, for 
instance, would have to correspond with the prices in Chicago, 
for any given value of the mark in dollars. In the former case 
it was seen that there might be great changes in the rate of 
exchange without any appreciable correspondence with a change 
in the index-number of prices as a whole. In the latter case 
there would be some approximation towards a corresponding 
change in wholesale prices. 

It is obvious that the abstracting of all costs of transport 
means postulating a state of things so unreal as to be practically 
unimaginable. The true bearing of transport costs requires con- 
sideration, which will be given later on. It may be useful, how- 
ever, to mention first of all some special circumstances which 
tend to prevent any close correspondence between the rise in the 
index-numbers of prices, both wholesale and retail, and the fall 
in the value of a paper money, and we may take the German 
mark as an illustration. 

So far as retail prices are concerned, a considerable lag in 


1 Even if the hypothesis of no transport costs applied also to retail goods, 
it would still be the case that personal services were not transferable from country 
to country, nor the use of real property. If money incomes in marks were 
unaltered, in the aggregate, the index-number which was to register change in 
the cost of living would have to include services and rents. 
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time may be expected between a fall in the value of the mark 
due to circumstances connected with foreign trade and a change 
in German retail prices. This would not be the case, however, if 
the sequence of events were as it is represented by those who 
make everything turn upon currency inflation. From that point 
of view we should expect to find, with increasing volumes of 
marks being issued, no effect in the direction of depreciation in 
the exchange value of the mark until first of all money incomes 
in Germany had risen, causing additional demand for goods, 
including foreign goods. The increase of retail demand should 
be, either the first event in the sequence, or at least contem- 
poraneous with the other events. 

With respect to wholesale prices, there are several circum- 
stances not yet mentioned which tend to prevent close corre- 
spondence between the rise in their index-number and the fall in 
the mark. 

In the first place, there has been and still is a substantial 
amount of Government control of prices. It is extremely difficult 
in looking through lists of German prices to know how far they 
represent really free market conditions. In the second place, 
even where Government control is not exercised, there is a great 
deal of control by syndicates—far more than in this country. 
Thirdly, there are restrictions on exports of many materials. If 
a London dealer calculates that at the day’s quotation of the 
mark and of the price of some material as quoted in Hamburg in 
marks, it would pay to use his English money to buy that material, 
it does not follow that he can do it with any real advantage, 
because he may not have the ability, if necessary, to bring the 
goods to London and sell them for pounds sterling. The fact of 
these restrictions is one circumstance which helps to render 
possible such rapid changes in the value of the mark as occurred 
in the autumn of 1921. 

Independently of restrictions on trade and price control, how- 
ever, there has to be considered also the inevitable and abiding 
influence of cost of transport. Under a gold currency the cost of 
transport of gold is not zero, and its existence allows of fluctuations 
in exchange rates between the ‘“ gold-points.” What corresponds 
to that under a régime of paper money ? 

It is the cost of transport of goods of all kinds—from platinum, 
for which that cost per unit of value is very small, to land, for 
which it is infinite. 

Associated with this is the fact that there are likewise costs 
of internal transport within each country, but for the moment 
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we can leave that out of account and consider Hamburg, let us 
say, as equivalent to Germany and London as equivalent to the 
British Isles. 

Let us suppose that in an initial state of equilibrium wool is 
one of the articles which is imported into Germany from England, 
and for simplicity we assume that “ wool” stands for one homo- 
geneous article. The German:price is the English price plus cost 
of transport (it does not matter whether that cost is incurred in 
marks or in pounds). Now suppose that under altered conditions 
the value of the mark falls, but without any increase having 
occurred in the volume of marks. Before this can have the 
effect of reversing the direction of trade in wool, the change in 
prices must be such that the English price exceeds the German 
price by the cost of transport—that is, the underlying condition 
even when time has been allowed for the incidental changes in 
industrial organisation which this change would imply. 

The question is further simplified if we assume that London 
stands for the world at large and that the change in conditions 
which has occurred is local to Germany and that Germany is 
small relatively to the world at large. In that case, the price of 
wool in pounds sterling will not be affected to any great extent. 
The greater part of the change in price will be in the German 
price. That must change, but not simply in proportion to the 
fall in the value of the mark. The change must be equivalent to 
two opposite effects—(1) a rise proportionate to the fall in the 
value of the mark counteracted more or less by (2) a fall equivalent 
to double the cost of transport of wool. 

In actual conditions, for wool we must substitute numerous 
kinds of wool, of yarn and of cloth, some of which normally are 
sent from England to Germany and some in the reverse direction. 
And there are all the other materials and articles and services 
which enter into international trade. We can keep, however, to 
the idea that ‘“‘ wool”’ stands for one of those which, under the 
altered conditions, would be changed from a German import to a 
German export. The change in its price must be compounded 
of two opposite tendencies, as shown. In other cases one may 
simply have a cessation of import by Germany without any 
export. That requires a rise in the German price equivalent to 
the drop in value of the mark compounded with a fall equivalent 
to at least once the cost of transport, but less than double that 
cost. In other cases Germany still continues to be an importer 
and the price in Germany must rise by at least as much as the 


fall in the value of the mark. 
D2 
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Even, therefore, if we confine our index-number of German 
prices to goods entering into international trade, the net result 
will be that it should be expected to rise by less than the extent 
to which the mark has fallen, in so far as that fall has not arisen 
solely through currency inflation. 

If we approach nearer to actual conditions and recognise that 
Germany is a large area, we may have, in the initial circumstances, 
wool imported and taken both to Hamburg and to Dresden. As 
the result of the fall in the value of the mark wool may cease to 
be sent to Dresden, though still imported into Hamburg. The 
price in Hamburg must rise as much as the mark has fallen, but 
in Dresden this will not be the case. Even, therefore, in the 
case of articles which continue to be imported to some extent, an 
average price, taken over the whole of Germany, will not show a 
rise equal to the fall in the mark. 

It is submitted, thereforc, that Prof. Pigou’s statement! of 
the doctrine of purchasing power parities and of the effects of a 
cause such as “ an alteration in comparative productive efficiency 
or in comparative demand ”’ requires modification. The phrase 
‘allowance being made for transport charges” is too brief to 
bring out the importance of these charges as taking the place of 
“ gold-points ”’ when one has to deal with paper money. For 
problems such as those under discussion it is not admissible to 
abstract all transport charges. That is to rule out essential and 
fundamental conditions, even if we are dealing with gold standards 
only, but a fortiori when we are concerned with paper money 
and the connection between foreign exchange and index-numbers 
of prices. 

It is to be noted that it is not only the transport charges of 
those goods for which these charges are lightest relatively to 
their value that come into play. Tin is a good instance of such 
an article, but the restoration of the balance of trade need not be 
brought about by a reversal of the movement of such things as 
tin. It happens that Germany must import tin. Its price must, 
sooner or later, rise in marks in proportion to the fall in the 
value of the mark, and so it happens to be the case also with 
many of the analogous commodities. 

To summarise the conclusions of this part of the argument, 
they are that when a fall in the mark occurs from some cause 
other than inflation of the volume of marks, (1) the index-iumber 
even of articles and materials which continue to be imported 
should not be expected to rise by the full extent of the fall in 

1 Economic JOURNAL, December 1920, pp. 462, 463. 
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the mark, if the index is an average of prices over the whole of 
Germany. (2) This is still more true of an index-number which 
is an average of prices which include prices of things ceasing to 
be imported or becoming exported instead of imported. (3) This 
is still more true when things are included which are too immobile 
to be included in international trade to any important extent. 

When we have regard to an index-number of retail prices, we 
have case (3) in a more extreme form. In so far as the mark 
falls in value solely in consequence of the kind of cause under 
consideration, there would be no tendency for the index-number 
of cost of living to rise in anything like the same ratio. If the 
income of the German public in marks is not increased, there 
being, by hypothesis, no increase of money, the fall in the mark 
raises prices of imported goods and materials, but in so far as 
German wages and salaries and profits enter into the cost of 
production of goods and services, there would be no increase of 
prices, and a sufficiently comprehensive index-number should 
reflect this fact. 

Exception must be taken, therefore, to Prof. Pigou’s state- 
ment? that ‘‘ if any cause, such as an alteration in comparative 
productive efficiency or in comparative demand, alters the relative 
value of the things England imports and the things she exports, 
and no other change occurs, the external and internal purchasing 
power of sterling will remain unaltered.” If the change is 
unfavourable, the external purchasing power should fall relatively 
to the internal purchasing power. 

The low value of external relatively to internal purchasing 
power of continental currencies generally is, it is submitted, the 
effect of impoverishment and such as might be expected to result 
from the conditions brought about by the War, and may be 
expected to continue for a long time. 

In the case of the mark, the very severe depression of the 
exchange value may be, for the moment, largely brought about 
by bear speculation or the collapse of bull speculation. Briefly 
it may be said that? every fall in the quotation makes the 
balancing of payments in and out more and not less difficult 
within periods which are not long enough to comprise extensive 
changes in the structure of industry and commerce. The con- 
ditions are extraordinarily favourable for periodical fits of alter- 
nating bull and bear speculation, and if these conditions are 


1 Loc. cit. p. 463. 
2 Vide Note by the writer in Economic Journal, March 1920, on “ The 


Instability of Foreign Exchange.” 
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likely to continue for a long time, it might have to be considered 
whether, in spite of all the difficulties, some kind of control 
designed to check such speculation might not be worth attempting. 

A condition precedent would be, of course, the stopping of 
further multiplication of the currencies. The bear speculators 
would always come out best if further floods of paper money 
were always being produced. Given that this increase was 
stopped, however, it might be possible to arrange for maintain- 
ing a comparative degree of stability if the central banks of 
Germany, France, etc., were to acquire holdings of sterling or 
dollar securities or commercial paper which could be put on the 
market whenever there was reason to believe that the exchanges 
were being depressed unduly by mere speculation—that is to 
say, when the situation was such, to put it in a brief phrase, 
that the value of the mark was falling further just because it 
had already fallen. 

Complete stability of exchange rates, either by return to the 
gold standard, or to the gold-exchange system as operated before 
the War by a number of countries, can scarcely be expected for 
a long time to come. A gradual approximation to stability may 
prove feasible, however, by the method above indicated, once 
the continued increase of currencies can be stopped. 

C. F. BICKERDIKE 
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KNAPP’S THEORY OF MONEY! 


PRoFEssoR Knapp’s lectures in Berlin in 1895 had laid down 
two leading principles: (1) that a country’s money is what the 
State accepts in payment at its own counters,” not simply what 
is of general acceptance among the people; (2) that a particular 
metal is selected for the standard of currency not from any 
regard to the qualities of metals, but with an eye to the better 
control of exchanges with the commercially strongest foreign 
States (see Preface, v, to Ist ed., 1905). 

The Professor developed these ideas further in his Chair at 
Strasburg, and the first edition of his book is dated from that 
city with the present title. He has become the chief spokes- 
man of what is called inexactly the legal theory of money. The 
adjective is inexact, because, though he indeed says, “‘ Money is 
the creature of Right” (Rechts, p. 276), it is government and 
administration, the State and not the Statute Book, which he 
regards as settling a country’s money (pp. 95, 97, 105, 159). 
The title is therefore best rendered “The State Theory of 
Money.” 

His attitude to the theory of currency is like that of Bagehot 
to economics. As an Economist, Bagehot deliberately confined 
himself to modern great industry and commerce without 
denying the right of their predecessors to be studied, indeed 
himself studying them in another capacity. Professor Knapp 
deliberately chooses (Preface v, § 2; cf. pp. 82, 201, 281) to 
regard money as it now is in fully developed civilisations, 
without denying that primitive man had means of exchange 
worthy of study (e.g. pp. 8, 23). In a century when absolute 
sovereignty is challenged on all sides, he contends that the fiat 
of the ruler decides what shall be the money of the country, the 
money in which (a) the State shall make its own payments 
(‘‘ apocentrically ’’), (6) the subjects shall make their payments to 
the State (‘‘ epicentrically ”’), and (c) their payments to one 


1 The State Theory of Money (Staatliche Theorie des Geldes). By Grora 
FrrepRicn Knapp. (Duncker and Humblot: Munich and Leipzig. 1921. Third 


Edition, revised and enlarged. Pp. viii + 461.) 
2 Cf. pp. 87, 99, 121. But on p. 105, middle, it is what the State pays out 


(cf, pp. 93, 97, 148 foot). 
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another (‘‘ paracentrically ’’) (p. 86). He gets to the heart of his 
subject by considering (p. 9, cf. VI.) what is implied in ‘‘ means of 
payment,” and he finds the most fruitful element is the notion 
of Debt and Obligation, indispensable in all business. Money 
is necessary because obligations incurred in the past must be 
met in the futvre, and it is the part of the State to provide the 
appropriate instrument, which may be this metal or that metal, 
or (it may be) paper and no metal at all (p. 52; cf. pp. 42, 43). 
In a change from one to another, say from silver to gold, the 
old units of value are preserved in order that the obligations 
may be evidently maintained; if a man owed five pounds before, 
he owes five pounds now (cf. p. 47). Our author has not much 
sympathy for sufferers by altered value; they must be prepared 
for the chapter of accidents like other mortals (pp. 12, 14-17, 
195, 443). The essence of the change of standards is the pre- 
servation and transfer of the obligation, which during the 
process of change is disembodied, existing only in a con- 
dition of “ Nominality”’ (p. 21). Most Germans would have 
said ‘‘Ideality,’ for the process is like that of translation 
from one language into another; to translate is to transfer; 
and, during the translation, the transferred subject of the 
change, for the moment disembodied, is not the words but 
the meaning. In the change of standard this disembodied 
meaning (in Professor Knapp’s opinion) throws light on the whole 
mystery of money. Later, he finds help in a similar disem- 
bodiment, the bare form of ‘payment,’ which is the legal 
transfer of claims and counter-ciaims, expressed in units of value 
(p. 138). Money is essentially no metal but a “ chartal ’’ creation 
of authority (pp. 20, 26, 31, etc.). The State finds itself in 
surroundings made for it by history, tradition and custom. 
It acts according to its lights, which are sometimes very im- 
perfect (p. 172). In the discussion of monetary theory, there- 
fore, though money is of political origin, politics should be ex- 
cluded so far as may be (pp. 447; cf. p. 101, etc.). Hence there 
is only a brief account of Bimetallism (p. 101 seqg.). He finds in it 
a good illustration of his State theory. There is always one of the 
two metals really the standard, the one in which the State elects 
to pay its own obligations. The chosen money has then (in 
his phraseology) the position of “ valutary”’ money, the other 
being “‘ accessory,’ in which the subjects may pay if they like 
(pp. 94, 97, 105; ef. 305). In ordinary language, both gold 


1 English Treasury Bills being receivable in payment of taxes might pre- 
sumably be classed as 
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accessory.” 
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and silver money would be legal tender, but, when the State pays 
only in one, that one thereby becomes the standard money of 
the country. The State is most influenced in its choice by the 
example of its commercially strongest neighbour. If countries 
had no need of foreign loans, they might, like England, imitate 
nobody (pp. 259, 261, 278); but the continental States in their 
own interest have followed English example and adopted the 
gold standard. Each State deals in a sovereign manner with 
its own ‘“ chartal”’ money, but cannot so deal with that of any 
other State. It may fight this difficulty by treaties and by 
unions, such as the German-Austrian Monetary Union of 1857 
(pp. 252, 330), the Latin Union, and even the German Empire 
itself with its removal of Particularist currencies (p. 341; cf. 
p. 331). Apart from these it handles inter-state relations, on 
serious occasions (p. 242), by what our author calls “‘exo- 
dromic’’ policy, a policy seeking to improve the position of its 
currency among foreign currencies (p. 238). He concedes that, 
where the related States have a common metallic standard, 
ordinary short-lived fluctuations regulate themselves auto- 
matically; but he thinks that, where there are signs of a long- 
continued depression of our money in the foreign exchanges, 
there should be intervention (pp. 242-3, 257). So England 
intervenes with the Rate of Discount: professedly to guard its 
reserves, really to keep up the par of its money (p. 244). This is 
not to be called a metallic par; it results from general trade, 
not the trade in metals alone, and from deliberate policy (p. 209; 
cf. p. 211). So Austria from 1894 regularly formed a store of 
bills on England, which it sold at par when the exchange was 
below par. So Russia about the same time (1894) supplied its 
banking agents in Berlin with a stock of roubles and marks, 
with instructions, when exchange fell below the par of 2-16 
marks per rouble, to offer 2:16 marks for roubles brought to 
them, and, when exchange rose above 2-16, to offer roubles at 
that figure of 2-16 (pp. 248, 249). Like the “ pegging” of the 
dollar in 1918, this last proceeding was at the expense of the 
taxpayer. In Austria the proceedings were at the expense of the 
Bank, in England at the expense of the world of business (p. 251). 
It would be better to be so strong commercially that we need no 


1 P, 246. See Mr. J. M. Keynes, Indian Currency and Finance, 1913, p. 24: 
‘In the third quarter of 1911 the Bank placed not less than £4,000,000 worth 
of gold bills at the disposal of the Austro-Hungarian market in order to support 
exchange.’ Cf. ib., pp. 28,33. See also Economic JOURNAL, June 1909 (articles 
of Mr. Conant and Herr v. Mises). 
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such sacrifices; and for this we need a firm commercial policy ; 
mere monetary regulation will not go to the root of the matter 
(p. 252). But it will go farther than most people think. Our 
author tries to show that in the gold and silver markets its 
scarce-suspected presence animates the whole (pp. 216—236). 
First of all, consider two extreme assumptions: (1) That the 
gold standard has been adopted everywhere. Then silver be- 
comes a mere metal, like lead or tin, the price of which depends on 
‘supply and demand,” and the use of it is left to the arts entirely 
(pp. 216-7). (2) That only one country, say India, clings to the 
silver standard, that there are no arts in competition with the 
Mint, and that therefore the only employment of silver is in 
the coinage. London is the great silver market of the world. 
The price of silver, then, is determined by the Anglo-Indian 
exchange, in short by purely monetary causes (pp. 217-8). 

As a matter of fact (he says) neither hypothesis is true; but 
the second is the nearer to the truth, for, under free coinage, the 
Mints dominate the markets, not the markets the Mints. Even 
in presence of a gigantic disturbance of normality like the great 
increase of the production of gold in California and Australia, 
the machinery by which the price of gold is lowered and of silver 
raised is the foreign exchanges, and this means “ exodromic 
policy.’ In India, for example, the Mutiny of 1857-8 created 
a State need for rupees without end, and the price of the rupee 
rose, followed by the price of silver generally (pp. 226-7). “ It 
was not the dear silver that made the rupee rise; it was the 
dear rupee that made the silver rise’ (p. 227). After the adoption 
of the gold standard by so many States in 1871-6, the position 
of India was weaker; India and Mexico were the only main- 
tainers of the silver standard. China (we are startled to hear) 
need not be considered (p. 229). Free coinage gives a lowest 
limit of market price, and the cessation of it in so many countries 
would tend to a lower price for silver even if there had been no 
increased production from the mines (p. 228). In 1893, when 
there was suspension of free coinage in India, the want of the 
lowest limit was soon felt. The case was the reverse of the case 
in 1857, when rupees must be got at whatever cost. In order 
now (after 1893) to pay pensions and interest, it is the sovereigns 
that must be got at any price, even if the weekly drafts go below 
the figure fixed in 1893. From being a buyer the Indian Govern- 
ment has become a seller of rupees (pp. 231-2; cf. p. 233). 
Though the condition of trade and commerce contributed to 
the depression, it is the new monetary situation which explains 
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why the rupee went to such depths so often and remained there 
so long (p. 233). 

These are cases where Professor Knapp himself allows that 
the fiat of Government can do nothing; it cannot lay down 
the law for foreigners. Contrariwise, his critics would admit 
that within each State legal tender money cannot be so without 
the imprimatur of the State, and in this sense it is open to the 
author to declare that no money is money but what the State 
chooses. But in spite of a strong assertion (p. 280; cf. p. 68) 
that the rule of custom is over, it turns out that the State more 
often follows its subjects in this matter than leads them, giving 
a desirable though sometimes reluctant ratification to the claims 
of commerce and custom (cf. p. 66). The numismatist’s doctrine 
that the rule of tradition and custom prevails nowhere so obsti- 
nately as in types of coins is no doubt not decisive of the larger 
question. But modern history tells of “‘ currency zones” and 
of an invasion of dollar currency in North America, spreading 
from the islands to the ends of the earth and forcing its way into 
legal recognition. The Maria Theresa dollars persist in Abyssinia, 
the rupee persists in India. Government may indeed control 
the money that figures in foreign exchanges, and credit itself 
with having led its people, when really (as our author often 
tells us) following the example of foreign States. Within its 
own borders it seems to some of us not more but less free to 
modify things as they are. 

Passages might be quoted (e.g. pp. 1, 178, 201, 248) to show 
that Professor Knapp is substantially at one with orthodox 
economists in currency policy and practice. His par of exchange, 
though not to be called a metallic par, coincides therewith. 
Even his plea for paper money does not involve heresies in 
practice. He is fond of disguising his own orthodoxy by pre- 
ferring new names to old, and new reasons to old. Jomini said 
that the Moscow army was “ destroyed not by the cold but by 
the commander.” A conjunction of causes is surely conceivable, 
whether in politics or in economics, as our author himself 
has warned us (p. 446, foot). But he usually suggests that the 
new reason is enough by itself, and the old may be set aside. 
He is not a Bimetallist; he is not a Metallist at all (p. 7; cf. 
pp. 101, 235). Gresham’s Law is to him a half-truth (pp. 147-8, 
but see p. 77, top); for example, paper does not displace metal 
because it is the worse driving out the better, but because the 
State has made it the better. It might be replied that the State 
chose it because it was the cheaper. 
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In the new order of things after the War (p. 362) he foresees 
no reign of mere paper, but a régime of domestic paper under a 
Gold Exchange standard. He thinks, however, that both the 
laity and the economists have wrong ideas about paper money. 
Bank-notes, he says, are not rightly taken as promises to pay, 
and an inconvertible note is not a thing of nothing (p. 120). 
The notes are not money unless the State says they are (p. 121), 
and they would be, if promises at all, promises to pay the legal 
tender money of the country, which, if the State will, might be 
simply paper (p. 118). A bank-note is an official instrument 
for making payments to the Bank itself; and this function 
survives even when redemption ceases (pp. 118, 120). The note 
is a till-warrant (Kassen-schein) of the Bank, becoming money 
when so proclaimed. The State in standing behind the banks 
has made them privileged beyond other forms of “‘ capitalism ”’ 
in sure hope of service in return (pp. 123, 128). The old Hamburg 
Giro (or Transfer) Bank gives a useful hint. Its customers were 
depositors who drew on their deposits by orders of transfer in 
payment of creditors who were also depositors. In this private 
Paying-club (Zahlgemeinschaft, p. 135) there was even created 
a new unit of value, in the mare banco. No money passed; 
payment did not mean a transfer of gold or silver or any other 
“thing” (pp. 131, 133). The State, too, is a Paying Society and 
can effect transfers without ‘“‘ things” (p. 138). Payment is 
essentially the legal transfer of claims and counter-claims in 
units of value (ib., cf. p. 21). The money itself need not pass; 
and all that is left to pass is the payment itself, an obligation 
expressed in units of value (p. 142). Value itself is not discussed. 
Professor Knapp stands perhaps alone in presenting a theory of 
money without a theory of value. The problem, he says, is a 
‘‘ shoreless sea’ (p. 446), and is best left to economics (p. 437) 
from which, therefore, we are to understand monetary theory 
can be safely detached. Criticism of index numbers is begun but 
not pursued, for the same reason (p. 441). In our author’s view 
his subject belongs rather to politics than to political economy. 
He does not, however, find much comfort in politics, and the 
action of the State, for example, in causing revolutions in prices 
is not praised (p. 448). In spite of his self-denying ordinances, 
he gives us occasional criticisms of political economy. We are 
told, for example, that the Quantity theory of money is of little 
value. By that theory the Californian gold affected prices by so 
increasing English money that the exchange against silver countries 
was made to fall (p. 225). Our author, without questioning 
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the result, thinks the process of arriving at it was probably quite 
different; that the acquirers of the new gold, seeking investment 
for it, found the rate of interest higher in the silver countries, 
especially Germany in the ‘fifties, and sent their gold thither 
for investment, say in German State loans (p. 225), thereby 
raising the rate of exchange in favour of the silver countries. 
The theory (which is Ricardo’s) that the par of exchange is 
restored by the diminished money of one country being re- 
plenished from another is an amateur’s theory (véllig laienhaft, 
p. 241; cf. pp. 339, 340, 381). Professor Knapp usually answers 
an opposing theory by setting up his own against it. This 
would be quite fair, if his own covered as much ground as the 
other, which is not always the case. He sometimes leaves us 
with the feeling that he has made his own theory plausible by 
narrowing the field of difficulties. 

On the other hand, he has been too much blamed for his 
terminology. He adopts it for brevity and clearness of state- 
ment (Preface, vi, 1905), and finds that the want of it may have 
led to mistakes in policy (pp. 16, 168, 340, etc.). He does not 
try the patience of his readers nearly so much as Bentham and 
Herbert Spencer in their later days, and his own countryman 
Krause all his days. Some of his new terms (say exodromic and 
accessory) may become as familiar as entity and quiddity. All are 
derived from Latin or Greek words with their meaning in their 
face or not far to seek. But it is not an example to be generally 
followed. Few learned men can be safely trusted with the 
invention of a new language. 

He says himself (Preface, viii, Darmstadt, 1921) that in 
teaching he usually begins with the historical part of his book. 
It covers England, France, Germany, Austria (283-405), and is 
a masterly sketch, with many fresh incidents. We read, for 
example, that, when free coinage of silver was suspended in 
Austria for the general public in 1879, the Government went 
on coining from the product of its own silver mines, which 
naturally came to it cheap (p. 384). We read also in an 
Appendix (pp. 406-30) the full story of the Austrian Customs 
duties, which were under a special monetary arrangement from 
1854 to 1906.1 At the time of the Crimean War, to raise silver 
money for payment of interest on a foreign loan (where the 
lenders could not be expected to take paper) the Government 
exacted all Customs dues in silver pieces of the agreed standard 

1 The heading of the section says 1900, but the statement on p. 419 gives 
the later date explicitly. 
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of the Monetary Convention between Austria and Prussia, all 
inland taxation being satisfiable in paper. Austrian importers 
were thus driven to purchase silver with paper, thereby sending 
up the paper price of silver. This agio on silver encouraged 
exports while the silver dues discouraged imports, a joint result 
possibly desired on the principles of Mercantilism (pp. 410-11). 
told displaced silver in 1878. Customs payments thereafter 
must be made in gold pieces duly coined ad hoc by the Austrian 
Mint, though cquivalents in German or other gold were 
accepted. ‘The unit of value was called the “ gold gulden ” 
(pp. 413, 415, 418). The arrangement was really a second 
system of currency; and to our author it is an instance of 
“ Synchartism “ or two standards at once (p. 417). Perhaps 
we have no close parallel. In one respect the regulations pre- 
vailing in Canada before the War for the chartered Banks supply 
an analogy. The banks paid for their supplies of Dominion 
notes and token money in gold, which went into the reserves of 
the Finance Department. 

The “ Synchartism”’ in Austria seems to have lasted till 
1906 (p. 419). It is common knowledge that the gold standard 
of 1892 had not satisfied expectations. After 1892, gold was 
procured by a foreign Gold Loan and coined into gold pieces, 
not for issue but as a reserve against the State notes (pp. 391, 
394). The exchanges remained unfavourable, especially with 
Germany, for commercial reasons, in spite of the full covering 
of the notes (pp. 395, 396); and a decree of 1899 redeemed the 
notes, not with the gold pieces but with silver coin, solid and 
satisfactory (p. 398). The State notes disappeared in favour of 
ordinary Bank-notes (p. 399). After 1900 the domestic money 
of Austria, in spite of the legislation of 1892, was notes and 
silver (p. 402). The foreign policy above described (see also 
pp. 430, 431, 433) kept the Austrian money at par abroad 
(p. 402). Austria, in fact (to use common language), had slipped 
into the Gold Exchange standard, where it stayed till the war 
(pp. 404 foot, 436). Gold pieces were issued tentatively; but 
there was no evident desire for them (p. 426; cf. p. 428). They 
came back to the banks, like the Canadian gold pieces of 
1912-4. 

Professor Knapp’s history of the currencies is full of instruc- 
tion, not only in regard to Germany, France and Austria, but 
even in regard to our own country. He regards our system of 
gold currency before the War as exemplary (p. 298). Most of 
the book was written before the War, or he would not have said 
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that there have never been State notes in England (p. 292). 
What he says of the Germany of 1914 applies to the England of 
1922—that coining of gold was not stopped, but the permission 
was a dead letter, for private persons were not allowed to handle 
it with the old freedom (p. 360). 


J. BoNAR 


RECONSTRUCTION AND MONETARY REFORM 


Dvurtine the war, and for some while after, high hopes were 
nursed and bold schemes formed of ‘“‘ reconstruction.”’ Reformers 
had the bright vision of a new world, differing from the old, where 
the age-long puzzles that had given pain and brought strife 
would be happily resolved amid general consent. The sequel has 
been disappointing, and one reason can be found in the fact that, 
while the loss of life and health, dealt pitilessly by the conflict, 
could be seen at once, the economic blow of the enormous waste 
of wealth was not felt till afterwards. We can, for example, 
appreciate now how capital was consumed and not replaced, 
past, present, and, to some extent, even future, savings being 
exhausted, and, by modern ways of banking, the resources of 
credit were miraculously stretched to extreme limits. The 
consequent lack of means available for costly reform is disagreeably 
manifest. 


It has also become transparent that, though the path pursued 
may have been in some countries novelly indirect, belligerents, 
and even neutrals, in this, as in previous wars, sought the ambiguous 
aid of the “ printing press”’ to meet their big outlay, raising 
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*‘ forced loans”’ by paper issues “ inconvertible”’ in fact if not 
inname. They have been no more successful than their predeces- 
sors in escaping the result of inflated prices and fluctuating 
exchanges. There can remain no doubt that the wants, inevitable 
or aggravated, of the war have brought turmoil or havoc to 
currencies in most lands, and that in this crucial part of economic 
business some reconstruction is imperatively needed. It must 
perforce be attempted; but it should save rather than entail 
fresh expense. As usually happens, however, at such junctures, 
monetary debate is haunted by the noisy presence of crazy 
charlatans or honest self-deceivers, with their blown bubbles of 
credit-mongering or new or old juggling of elastic paper. Yet 
the season is opportune for fastening attention on a remedy that, 
aiming at final and large improvement, could be applied with 
less friction and more benefit at such a time than when familiar 
monetary arrangements had been exhibiting normally ordinary 
behaviour. 
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We refer to the design to “ stabilise the general price-level 
without fixing individual prices,” to which Professor Irving Fisher 
has for many years devoted great ability, keen logic and wide 
knowledge. He has made thereon many contributions, as 
English students are gratefully aware, to learned special periodical 
and popular magazine and newspaper. The bibliography sup- 
plied in his last book upon the subject, entitled Stabilizing The 
Dollar, which was published in New York in 1920, demonstrates 
the extent and character of that re-polishing work, and exhibits 
also its respectable lineage, deriving from the direct anticipations 
of the American astronomer and economist, Newcomb, and our 
own veteran teacher, Dr. Marshall. For it is no wild empty 
theorising. On the contrary, much of its solid strength is got 
from concrete cognate experiment. In the book referred to we 
think that the claim is justified that no difficulty has been hid, 
no criticism shirked, and no objection bluffed. The statement 
seems complete, and, for ourselves, we have not found any 
unbridged gap or threatening flaw. To that book in particular 
we would accordingly direct the readers of the Economic JOURNAL 
for a full detailed study : now and here we would briefly recall 
the outstanding features of the scheme, and adduce a few of the 
main reasons for which, as we judge, it merits the prompt close 
attention of financial statesmen and Treasury officials, of expert 
bankers and professional economists, as well as of the general 
public. We believe that essentially it is so simple and convincing 
that ‘‘ he who runs may read.” 

We will quote the neat summary of the author, reminding our 
readers that, while he is concerned with the standard of his own 
nation, the remedy, used independently by any single country, 
can of course stabilise the pound, for example, no less surely than 
the dollar. It is, like most notable discoveries once they are 
made, by no means recondite. ‘‘ The real culprit,” the Professor 
observes, “‘ being the dollar, the real remedy is to fix ”’ its ‘‘ pur- 
chasing power.” At present it is a “ unit of weight masquerading 
as a unit of value.” ‘ We have a gold dollar of constant weight 
and varying purchasing-power: we need a dollar of constant 
purchasing-power and therefore of varying weight : ” ‘‘ Abolish,” 
therefore, he declares, “‘ gold coin, redeeming certificates in bullion 
only; establish an index number; adjust the dollar's weight by 
the deviation of this index number from par; charge a brassage 
fee, and never at any one time alter the dollar's weight more than 
that : keep the gold standard of unrestricted deposit and redemp- 
tion, and keep a sound banking system.” Such is the broad 
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plan summarised aptly in the briefest terms. It should be noted 
(1) that the brassage fee and the limit of the change up or down 
made at any one time to a less amount than that are addenda to 
the original scheme to meet the menace of speculation; (2) that 
unrestricted deposit and redemption imply convertibility of paper 
currency and free mintage, with automatic international movement 
of bullion; and (3) that the plan does not pretend to diminish or 
remove the need for sound, safe banking. 

What are the main powerful arguments in its behalf, and what 
is their present relevance ? 

First and foremost, we imagine, nobody would deny the 
supreme benefit of equipoise, and the considerable harm of 
instability, in the monetary standard. That lesson has been 
driven home of late. But it is, or it should be, an anachronism 
that labour “unrest” be allowed to hinge on speculation in 
gold-mining or depend on metallurgical invention. The “ unit 
of money,” the Professor justly remarks, ‘“ is the only inconstant 
unit we have left in civilisation,” and it ‘‘ is a survival of barbar- 
ism.”’ While we remember that changes in the price level are 
not wholly due to monetary causes, and that the ‘“ credit cycle ” 
is a known characteristic of modern trade, we are not concerned 
to dispute the plea that the ‘“‘ great bulk of almost all” such 
changes can be ascribed to “ money, deposits, and their velocities,’ 
and it follows that the chief causes of the variations in the pur- 
chasing-power of money are to be found in the money itself. 
Adjustment, too, such as that contemplated, to the general 
movement of prices reflected in the index number would correct 
whatever influence, credit or other, to which such movement 
might be due. The resultant evils now produced are great. They 
are worse because they are subtly insidious. Gold, vulgarly 
deemed unchanging, is only stable in terms of itself. Contracts 
upset, the slow adjustment of salaries, wages, and rates fixed by 
law or custom, the unpopularity of the alterations most needed, 
like rents or railway fares, cause obvious inconvenience; and 
bad remedies are sought and seized in ignorance, unjust suspicions 
and class hatred are begot, and partial inadequate diagnoses 
formed, based on “‘ profiteering,” middlemen and what not. 

A second group of arguments confirms the first. The sub- 
stantial merits and the possible defects of the remedy proposed have 
become more exactly understood during the last quarter of a 
century or so. The special instrument for measuring aberrations 
of unstable money furnished by the index number has in our 
day alone been scientifically studied, its precise value ascertained 
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and its true capacity probed and gauged. Corrective measures 
have also been devised and applied. It has been extensively 
used in actual practice for wage-adjustment during the war and 
afterwards in our own country, and, though it must be admitted 
that it has not been immune from acute, and sometimes adverse, 
criticisms by expert authorities and by the lay public, its broad 
sufficiency for the end in view, and its adaptability, have, we 
think, been established. What is even more important, as we 
judge, is the notable addition made to monetary practice, 
necessitating, we suggest, an entire fresh chapter of monetary 
theory, by recent experiments. They have on the whole won 
a success which was not originally considered likely to ensue, 
strained though they latterly have been by the severe abnormal 
pressure of the war. For such expedients as the gold-exchange 
standard in India and elsewhere, described lucidly and instruc- 
tively by Dr. Kemmerer and Mr. Keynes, prompt the inference 
that, if silver or paper can thus be kept on a parity with gold, 
the varying of the mint price of gold itself in accord with the 
index number might similarly be employed to ensure agreement 
of the basic unit of values used with a “ goods standard.” We 
doubt whether the full pertinence of these experiments has yet 
been realised in many quarters. To this it may now surely 
be added that the smooth initiation, and warm welcome, of 
“daylight saving” afford independently, as Professor Irving 
Fisher cogently maintains, a compelling popular illustration of 
what can be done by suitable device to augment enjoyment with- 
out occasioning serious inconvenience or engendering unreason- 
able alarm. The analogy is apt. 

Thirdly and lastly, we would urge that the particular moment 
is not unfit for the introduction of the change. The situation 
resembles that obtaining when Ricardo, putting forward his pro- 
posal for an economical and secure currency, set a pattern followed 
after a century or so in the gold-exchange standard. Now, as 
at the close of the Napoleonic war, the adjusting process recom- 
mended could obviously be put to work, and would continue 
operating, with more facility and less notice, when gold coins 
are generally disused, and paper substitutes have become com- 
monly familiar. There would be no need for altering the habits, 
and in consequence there should be no fear of shaking the 
confidence, of plain humble folk, while the great upheaval of 
prices that is now causing world-wide discontent must strengthen 
with informed experts the argument, always powerful, for 


stability, and the prevailing mood favouring ‘ reconstruction ” 
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accords rather than conflicts with the advocacy of this special 
change in a dominant department of our economic life. 

For on the sure, mooth revolution of the mechanism of the 
currency the prosperous advance of industry and commerce 
is dependent, and a pad or an imperfect monetary system saps 
the vitals of a nation’s trade as it impairs the equity of bargains. 
We cannot but be confident that, in some such direction as 
Professor Irving Fisher points, the desired stability of the 
monetary standard will eventually be gained. He distinguishes 
three ‘‘ milestones’’ on his road. The first is the “ general 
support of economists,” and that he claims he has passed. The 
second, which he hopes is now being left behind, is the “ general 
approval of the business and industrial world.”’ The third and 
last is the adoption of this or of some similar plan by men in 
political life. It is a tolerably certain sign of progress when the 
Times at the conclusion of a leading article, refers, as the other 
day, to a goods standard, like that urged and explained by the 
Professor, as undoubtedly entitled to a place in the discussion of the 
omitted present currency situation. It should not, we believe, be 
from the programme, supported influentially, of rehabilitation 
of the gold standard; and for that reason we have been anxious 
to discharge the duty here of pressing, with all the earnestness at 
our command, on the readers of the Economic JouRNAL the 
careful study and friendly scrutiny of Professor Irving Fisher's 
scheme as set forth in rounded mature shape in the special book 
to which we have referred. 


L. L. Pricer 
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MR. AND MRS. WEBB ON CONSUMERS’ CO-OPERATION ! 


In The Consumers’ Co-operative Movement Mr. and Mrs. Webk 
have added yet another important work to their wonderful series 
of social studies. There is the same clear arrangement, the same 
power of lucid narrative, the same mastery of detail and boldness 
of generalisation that distinguish Industrial Democracy and its 
numerous companion volumes. It is not necessary to agree with 
the authors’ conclusions or analyses—and, indeed, there is much 
with which the present writer does not agree—in order to recognise 
the high service that they have rendered, and are still rendering, 
to social science. Economists of a different school, or, more 
properly, a different method of economic thought, will not be 
the last to offer their tribute of respectful congratulation. 

The Consumers’ Co-operative Movement is divided into six 
chapters, entitled respectively, The Co-operative Store, Federal 
Institutions, The Co-operative Employees, The Effect upon the 
Co-operative Movement of the Great War, Some Remediable 
Defects and Shortcomings in the Consumers’ Co-operative Move- 
ment and The Future of Consumers’ Co-operation. The dis- 
cussion is concerned in the main with the retail stores and the 
two Wholesales, together with their associated productive depart- 
ments and establishments in England and Scotland. Very little 
is said of the various purchasers’ associations to be found among 
the farmers of Ireland and the Continent. It is recognised that, 
from one point of view, these might properly be regarded as 
instances of consumers’ co-operation, but for Mr. and Mrs. Webb 
the essential note of the co-operative movement is the exclusion 
of private profit-making, and these associations, valuable as 
they are acknowledged to be, do not pass that test. The authors’ 
analysis rests upon a sharp distinction between ‘“‘ production for 
use” and “‘ production for profit.” That distinction is plausible, 
but, as I think, in the main illusory. There is not really much 
to choose between a person—or group of persons—who gets 
bread by making it himself and one who gets it by making boots 


1 The Consumes’ Co-operative Movement. By Sidney and Beatrice Webb, 
(Longmans. 1921. Pp. 504. Price 18s.) 
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for sale at a profit and buying bread with the proceeds. Each 
alike aims at securing the things he wants; the fact that the 
process of doing this has a money stage in it for one of them and 
not for the other is not fundamental. Nobody, of course, would 
suggest that the distinction has no importance. In some cir- 
cumstances, particularly when monopoly is present, it is very 
important indeed. But Mr. and Mrs. Webb, and some others 
who follow them, claim for it a dominant place that not all 
economists would be willing to concede. 

The device of the dividend on purchase has social and economic 
consequences that have often been described. In this work, 
however, especial stress is laid upon its effect on the constitution 
of co-operative societies. It is a potent engine for securing 
complete democracy of ownership and control—and a democracy, 
moreover, that remains always open to new-comers. Thus, since 
members are financially interested in their capacity as purchasers 
and not as shareholders, and since the amounts of their purchases 
vary, there is no practicable alternative to one man (or woman) 
one vote. On this basis all the recent developments of con- 
stitutional form that have accompanied the enormous expansion 
in the scale of the co-operators’ work have been built up. One 
important characteristic in which up-to-date societies differ from 
earlier ones is in the greater continuity of office secured to the 
committee of management. In one society (the Royal Arsenal 
Co-operative Society) the old committee has given place to a 
whole-time directorate of seven persons each paid £400 a year. 
“ This transformation of the executive, in a few of the largest 
societies, from a committee paid only by fees to a small number 
of full-time salaried officers is, perhaps, the most momentous of 
the changes that are now taking place in the constitution of the 
co-operative societies’ (p. 35). The large size of many of the 
societies has also made necessary some modification in the method 
of election and of members’ meetings. The device has been 
invented of a series of divisional gatherings, all of which are 
legally part of a single members’ meeting, before all of which 
identical resolutions and amendments are placed, and the votes 
obtained added together to produce a decision. In rare cases 
there is a provision for votes to be taken by ballot without 
attendance at meetings. There is also to be descried by the 
discerning student “ a first beginning, in the co-operative society, 
of the characteristic organ of British political democracy, the 
elected representative assembly, intermediate between the 
electorate and the executive”’ (p. 59). 
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A very important feature of the co-operative stores in their 
original form was the practice of devoting a part of the accruing 
surplus to common purposes of a non-economic character. The 
educational work of the societies has been in part superseded by 
the universal State provision of elementary education and the 
widespread provision by local authorities of evening classes and 
free libraries. But there is still much that co-operators can do. 
In the big stores, ‘“ above the tiers of retail departments and 
showrooms there will usually be a great assembly hall for the 
meetings, lectures and entertainments, to which the members 
resort. ... There may even be smoking-rooms and_billiard- 
rooms, and certainly a lending library. ... Not yet common, 
but now increasingly prevalent, is the maintenance of a country 
mansion for the use of the members with extensive gardens and 
playing-fields ” (pp. 78-82). These services for the common 
good are not, however, made use of by more than a very small 
proportion of the members. There is a tendency in some societies 
to cut them down. There is uncertainty of aim and infirmity 
of purpose in educational work and a certain intellectual dead- 
ness. To the great majority of the members the societies are 
merely dealers in household supplies and the source of dividends 
on purchases. Here Mr. and Mrs. Webb regretfully record 
‘ arrested development.” 

The Chapter on Federal Institutions is largely concerned with 
the English and Scottish Wholesales, which together supply the 
stores with about five-eighths of all the goods they distribute. It 
describes their productive operations at home and abroad, and 
explains incidentally the comparative failure of the attempt to 
establish a co-operative shipping fleet. ‘‘ Experience taught the 
directors that, whilst they could economically arrange for imports, 
they are not often in a position to make up full export cargoes, 
and the co-operative fleet has sunk down to four vessels and ten 
lighters’ (p. 107). The constitution of the Wholesales follows 
closely that of the stores, but the voting power of the stores that 
are members varies with the amount of purchases that they make. 
Alongside of the Wholesale is the ‘‘ Co-operative Union,’ which 
summons and manages the Co-operative Congresses. Mr. and 
Mrs. Webb consider it desirable that this body should become 
explicitly a federation of consumers’ societies only, instead of 
also embracing, as it now does, associations of workers organised 
as producers. This, of course, is an opinion which many friends 
of co-operation would oppose; holding that consumers’ associa- 
tions should frankly ally themselves with, and lend their strength 
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to help, these weak but socially valuable forms of workpeople’s 
effort. 

Chapter III on the Co-operative Employees and Chapter IV 
on the effect of the Great War contain much interesting material, 
upon which lack of space forbids comment here. In Chapter V, 
under the heading Remediable Defects and Shortcomings, Mr. and 
Mrs. Webb advance, as friendly critics, a series of practical 
suggestions. In the final chapter, on the future of consumers’ 
co-operation, they touch in part on ground already covered in 
A Constitution for the Socialist Commonwealth of Great Britain. 
The keynote is struck early : ‘“‘ Unless we completely misinterpret 
the essential groundswell of British democracy, it is this con- 
sumers’ co-operation, in its twofold form of voluntary associations 
of members (in what we now know as the Co-operative Society) 
and obligatory association of citizens (in Local Government)—in 
organic connection with an equally ubiquitous organisation of the 
producers by hand or by brain (in Trade Unions and Professional 
Associations)—which will contribute the greater part of the new 
social order that is destined very largely to supersede the present 
Capitalistic System ” (pp. 383-4). It may well be that this 
anticipation goes too far. Mr. and Mrs. Webb scarcely attach 
sufficient weight to the difficulty of securing adequate capital 
under voluntary co-operation in forms of production that 
involve large risk; nor to the danger, under obligatory co-opera- 
tion, of checking enterprise and experiment. Nor is the claim 
to greater steadiness of production under the co-operative form 
of industry convincing, if we allow for the fact that, were co- 
operation universal, there would be no fringe of private producers 
upon whom the variable part of the demand could be thrown. 
Nor, again, would “ the economists themselves ” readily admit 
parenthood of the doctrine attributed to them on p. 391, that 
“ capitalist ownership and control inevitably mean the abstrac- 
tion from the actual producers and consumers, in the form of 
rent, of the differential advantages of all but the worst of the 
instruments of production for the time being in use.” But, 
whether or not we accept Mr. and Mrs. Webb’s far-reaching 
forecast, there can be no doubt that voluntary and obligatory 
co-operation have in many fields great advantages, and are likely 
to play in the future an even greater part than they play now. 
Particular interest, therefore, attaches to the excellent discussion, 
beginning on p. 396, of the relative spheres of voluntary and 
obligatory associations of consumers. 

At the end of their long study of social machinery the authors 
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emphatically declare that this machinery is made for man, not 
man for the machinery, and that the test of a good economic 
organisation is that it shall leave people time and energy, after 
their material needs have been satisfied, for the pursuit of higher 
things. “‘ The final end to be secured by social organisation can 
be nothing but the largest possible amount of the highest possible 
development of individual personality ’’ (p. 481). A crude and 
ambiguous statement this, in which it would be easy to pick 
holes! But the practical intention is plain, and the emphasis 
that Mr. and Mrs. Webb lay upon it is well-timed. 
A. C. Picou 











RECENT MEMOIRS ON CURRENCY POLICY 


Currency Inflation and Public Debts: An Historical Sketch. By 
Epwin R. A. Setiaman. (New York: The Equitable Trust 
Co., 1921. Pp. 86.) 


The World's Monetary Problems : Two Memoranda. By Gustav 
CasseL. (London: Constable & Co., 1921. Pp. 154.) 


Monetary Policy : Being the Report of a Sub-Committee on Currency 
and the Gold Standard. By J. H. Craruam, C. W. GuiILieE- 
BAUD, F. Lavrneton, and D. H. Rospertson. (London : 
P. S. King & Son, 1921. Pp. 75. Price 2s. 6d. net.) 


PROFESSOR SELIGMAN’S sketch covers the United States, 
France, Great Britain, Italy, Russia, Austria, Spain, South 
America and Japan. It leads him to conclude that public debts 
are due to war, that the issue of inconvertible paper always ends 
in depreciation, that the rapid rise of prices caused by large issues 
of such paper create an illusory prosperity followed by painful 
disillusionment, that the only ways of escape are (1) reduction of 
public debt either by (a) redemption or (b) repudiation, and 
(2) contraction of currency or stabilisation at a lower level, and 
lastly, that public debts and currency have become international 
problems. For getting rid of her present troubles, he says, 
Europe must have the co-operation of the United States. In 
the historical sketch he fails, like nearly all historians in this 
province—Mr. Hawtrey is a recent and honourable exception— 
to explain what happens to contracts expressed in money when 
the monetary unit in which people reckon is suddenly made much 
more valuable. We all know what happens when the unit 
depreciates or appreciates without losing its identity, but who 
knows what happened when, for example, the American issues 
known as Continental were ‘‘ redeemed in new bills at the rate 
of 40 to 1” in 1780? Did persons who had contracted a week 
before, a month before, and a year before to pay 1000 each have 
to pay 1000 dollars in the new currency, or could they ali get off 
by paying 25 dollars in the new currency, that being equivalent 
to 1000 in the superseded? Or take the recent and interesting 
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case of Mexico, which is not dealt with by Prof. Seligman: when 
the Mexicans gave up paper pesoes as hopeless, and without any 
Government action suddenly took to reckoning in gold pesoes, 
did the sponge pass over all contracts, or how were they 
acquitted? Mr. Hawtrey has told us how in 1797 France and 
in 1809 Austria arranged for a scale of payments varying with 
the extent of the depreciation. prevailing at the time when the 
contract was made, but the question whether such an arrange- 
ment is possible under modern conditions is always ignored in 
discussions about the desirability of returning to the old metallic 
units. 

Professor Cassel’s first Memorandum, written for the Brussels 
International Financial Conference, was completed in June 1920, 
and first published in Vol. V of the Proceedings of that Con- 
ference. The second Memorandum was written for the Financial 
Committee of the League of Nations for its meeting in September 
1921; in the Foreword, dated October, the words ** not hitherto 
published in any form” are used, but it was printed in the 
Manchester Guardian Commercial on October 27. 

The first Memorandum has become so well known that it is 
not necessary to say much about it here. It remains the most 
brilliant and useful contribution to monetary literature made 
since the outbreak of the Great War. It has helped enormously 
the very considerable return to sound thinking and sound action 
which has taken place since the date of its publication. The 
second Memorandum does not seem quite so successful. Prof. 
Cassel, while strongly opposed to any inflation being allowed to 
occur, has always been inclined to acquiesce in the results of any 
which has actually taken place. This attitude, which made him 
perhaps a more effective preacher against further inflation by 
suggesting that his views were moderate, ranged him on the side 
of the inflationists as soon as the fall of prices set in. He seems 
to underrate the advantages of returning to the old level of prices, 
while greatly overrating both the probability of prices falling to 
that level and the probability of their falling gradually below that 
level after getting down to it. 

To treat a return to a level of prices which existed eight years 
ago, and from which the maximum departure was two years ago, 
almost as if it were exactly the same thing as an equivalent fall 
of prices from a level which had been stable for a century is surely 
very misleading. In this country and others like it hundreds of 
millions of fixed sums in money are still being paid annually 
under contracts made before the War, and these sums are very 
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largely still paid by and to the same persons. Moreover, the 
ideas of the people about what is a proper price for commodities 
and services have by no means altogether accommodated them- 
selves to the higher level of prices. Anything under ten years 
should be reckoned a “‘ short period’ in monetary history, and 
if we are to acquiesce in every inflation which takes place in less 
time than that we certainly shall not get stability in the long 
run. For some compromise between complete acquiescence in 
the new level and complete return to the old, no doubt there is 
much to be said when the old level has receded more than three 
or four years into the past. 

In fact at the present time a return to their old gold pars 
seems to offer a very suitable compromise, at any rate for the 
countries which have the least depreciated currencies, and when 
writing his first Memorandum, Prof. Cassel was prepared to grant 
this, though even then he was somewhat oppressed by the fear 
that prices reckoned in gold might be too low and might go on 
falling unless all countries took great care not to demand gold 
either for circulation or reserves. Before September 1921, 
however, he became much more alarmed by the rise in the value 
of gold which had then taken place, and which he puts as high as 
75 per cent. in the twelve months. (He says on p. 122 that gold 
had ‘lost in some few years perhaps more than 60 per cent. of 
its pre-war value, and then in one single year recovered something 
like half this loss,’ 7. e. the value fell from 100 to 40 and then 
went up to 70: from 40 to 70 is a rise of 75 per cent.). This 
instability of gold he found very shocking, and we are almost 
tempted to say that the instability of gold infected the stability 
of his views. The United States, under the guidance of the 
Federal Reserve Board, becomes a bogey which is set up in the way 
of those who wish to tread the path which leads to stable money 
and exchanges. ‘‘ International relations and the actual situation 
of the gold market being such as here outlined, it seems to be 
almost a practical impossibility for any European country, 
acting alone, to restore a gold standard, even at a reduced parity. 
This is clear enough so far as the smaller countries are concerned.” 
If such a country by itself attempted to restore convertibility of 
paper into gold, says Prof. Cassel, “it might quite easily see its 
whole gold fund suddenly exported to satisfy foreign demands 
for gold.”’ This is just the kind of thing which used to be said 
by financial writers who would have liked to see Prof. Cassel’s - 
head ona charger. Prudent bankers manage to avoid positions 
in which they will have to meet inconvenient demands whether 
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from domestic or foreign creditors; and even if a country’s whole 
gold fund was exported (in exchange for commodities or in pay- 
ment of obligations), it is certainly not very obvious how its 
position would be worse than when, as at present, its whole gold 
fund is locked up in cellars and serves no useful purpose what- 
soever—in fact it would be better, since some useful commodities 
would have been bought or some obligations discharged hy the 
export. Now, towards the end of January 1922, six months 
after Prof. Cassel wrote, the small country of Switzerland has 
restored her currency to the old gold standard and kept it there 
for more than a month, and it seems perfectly possible, and on 
the whole probable, that, with or without free gold markets, 
Holland and Sweden, two other small countries, may join her 
before Great Britain comes in with Australia and South Africa 
in her train and Canada in front of her. 

Another of Prof. Cassel’s propositions which it is even more 
impossible to accept is that the specification of the Reparations 
payments in gold must have the important and disastrous effect 
of raising the value of gold. None of the governments which 
are hoping to receive these payments will refuse to receive them 
in their own currency, and all that the specification of gold means 
is that the quantity of that currency which they are to receive 
will vary with the varying gold value of the unit of that currency. 
‘* A milliard of gold francs ’’ means to the Frenchman two milliard 
francs when the franc is worth half its old gold value, and means 
four milliards when the france is worth only a quarter. To say 
that reckoning in gold must raise the value of gold seems to be 
much like saying that the value of gold must have been greatly 
raised by the rupee having been on a gold basis from 1897 to 
1914, since it caused all payments in India to be reckoned in a 
rupee equal to one-fifteenth of a sovereign. 

When we ask to what practical conclusion Prof. Cassel is 
leading us, we find that he wants us to believe that co-operation 
between the different countries is an absolute essential for a 
solution of the present monetary difficulties, and that the first 
step is ‘to refer the whole problem ’’—parturiunt montes—* to 
a small committee of experts.” A better conclusion, attaching 
a modern tail to an old proverb, is that Heaven helps those who 
help themselves and hang committees. 

Which leads us by a natural and easy transition to the con- 
sideration of the third of the little books of which the titles head 
this notice. The Sub-Committee responsible for it was appointed 
by the British Association’s Committee on the ‘ Effects of the 
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War on Credit, Currency, Finance and the Foreign Exchanges,” 
and consisted of Dr. Clapham and Messrs. C. W. Guillebaud, 
F. Lavington and D. H. Robertson. It reported to Section F 
at Edinburgh last September, but the Section, which had not 
had any opportunity of reading the Report, declined to be 
committed by it, so that it has been published, as the title-page 
says, by: the individual members of the Sub-Committee. The 
Section’s caution was prudent, but there is nothing very dangerous 
in the Report. 

Part I, by Dr. Clapham and Mr. Guillebaud, brings together 
the British statistics for banking currency, national debt, foreign 
trade and prices in a way which makes them as little repulsive 
as possible to the average man. I doubt, however, if the banking 
figures can be explained without more inside knowledge than the 
authors possess. They ignore altogether the ‘‘ Special deposit ”’ 
system under which the Bank of England collected large sums 
from the other banks and handed them to the Government with- 
out putting them into “ Other deposits” and ‘‘ Government 
securities ’’ in its weekly return, though the Government put 
them into “‘ Ways and Means Advances from the Bank of Eng- 
land,” thus appearing to borrow from the Bank money which the 
Bank had not lent—a thing suggestive of certain Divorce Court 
decisions. Whether the plan was adopted merely to prevent 
the Bank of England’s reserve percentage looking so small as 
it would otherwise have done, or for some other reason, or 
whether it simply grew up in consequence of some accident, has 
never been explained. Nor has it been stated under what head 
these amounts appeared (or rather were concealed) in the other 
banks’ accounts. But the enormous drop of ‘‘ Money at call 
and short notice” from £275-6 m. at the end of 1918 to £150-6 m. 
at the end of 1919, accompanied as it was by an increase of 
£89-5 m. in “ Cash in hand and at Bank of England,’ certainly 
suggests that it was classified as money at call or short notice, 
since it was in 1919 that the system was abandoned. The Report 
can only suggest that the drop was “ probably due in the main 
to the extra demands made by Industry, and to the credits 
extended to customers to buy Funding Stock.” It is character- 
istic of the somewhat airy manner of the authors that they do 
not ask from whom the £125 m. was withdrawn. 

On p. 23 silver is mistakenly included as ‘“ cover” which is 


reckoned in calculating the limit of the fiduciary issue of Currency 
notes, and it is misleading to say, ‘‘ In order to maintain this 
limit, Bank of England notes were transferred from the Bank's 
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reserve to the currency note redemption account as further 
increases were made in the currency note issue.” There is no 
ground for believing that if the £19,450,000 Bank-notes were not 
locked up in the Currency Note vault they would be in the Bank 
of England reserve: it is much more likely that they would all 
be in the “ active circulation.” To say that they were “ trans- 
ferred from the Bank’s reserve”’ disguises altogether the true 
nature of one of the oddest of post-war monetary transactions— 
the issue of £19,450,000 in notes for £1 and 10s. (and in certifi- 
cates entitling the holders to such notes) in order to acquire and 
hold, or at any rate with the result of acquiring and holding, 
£19,450,000 of Bank notes for £5 and upwards. The only thing 
which could justify such a transaction would be some change 
which caused banks and individuals to want to hold more small 
notes in proportion to large ones, and there is no reason for 
supposing any such change in the months of 1920 during which 
most of the transaction was carried out. In the absence of such 
a change it is clear that as it was possible for the Treasury to 
acquire and store up £193 m. in large notes, it could, if it had 
chosen, have adopted instead the simple and more economical 
course of issuing £19} m. less of the small notes. Happily, 
whether owing to a change of men or of mind, the absurd policy 
of paying out Currency notes and buying in Bank notes with 
them has long been abandoned, though it is still perhaps too much 
to hope that its memory may soon be blotted out by the Treasury 
sending in the Bank notes to the Bank to be cashed in gold, 
adding the gold to the £28} m. of gold at present held, doing 
away with a stupid double reckoning which unnecessarily increases 
the apparent total amount of the paper currency, and dispensing 
with a line in the weekly Currency note account. 

The current topsy-turvy doctrine represents banks as getting 
more deposits the more they lend, instead of vice versa, but it is 
surely carrying this unusually far when the authors of Part I 
attribute the ‘‘ maintenance of a very high level of deposits ”’ 
partly to “‘ the large amount of long-term credits to foreign firms 
which the exceptional conditions of the period made it impossible 
to call in.” Lend largely to foreigners who can’t pay you back, 
and your deposits will grow ! 

The section on Foreign Exchanges and the Balance of Trade 
smells somewhat of mercantilism. 

In Part II Mr. Lavington aims at answering “ the fundamental 
question : What price level is now desirable in the general interests 
of the community ?” 7. c. the people of the United Kingdom, but 
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adds a gloss, ‘‘ Would it be higher or lower than the post-war level, 
and by how much?” which involves him in a wholly unnecessary 
and confusing investigation of the question, “‘ What is the normal 
post-war level?” 

The post-war level is, the reader will at once object, likely to 
be affected by action adopted in consequence of views held about 
what it ought to be. A thorough inflationist policy on the part 
of the Government and legislature, acquiesced in by the people, 
could raise the price level in this country to the dizzy heights 
attained in Russia and Austria, and a thorough deflationist policy 
could similarly bring it back easily to gold level, and with a little 
difficulty to a still lower level. Why then does Mr. Lavington 
ask whether the desirable level is higher or lower than the post- 
war level? The other collaborators in the Report seem to have 
scented a difficulty and tried to meet it on p. 8 by substituting 
“that post-war level which, in the absence of deliberate action, 
may be expected to establish itself” (cp. p. 66, bottom). Are 
we back in the middle of the eighteenth century, hankering after 
the rule of Nature? We are reminded of Quesnay’s motto: 


Ex natura, jus, ordo, leges, 
Ex homine, arbitrium, regimen et coercitio. 


But did Nature prescribe the Bank Charter Act of 1844? or the 
Currency and Bank Notes Act, 1914, which gives the Treasury 
power to issue unlimited amounts of Currency notes and to 
authorise the Bank to issue unlimited amounts of Bank notes ? 
or the Gold and Silver (Export Control, etc.) Act, 1920, which 
virtually annuls the convertibility of the Bank and Currency 
notes ? or the Treasury Minute of 15th December, 1919, in which 
“ directions ” are given to the Bank, as the agent of the Treasury, 
to limit the issue of Currency notes in such manner that the 
fiduciary portion shall never exceed the maximum attained in 
the preceding calendar year? Perhaps it will be answered that 
the maintenance of the existing law and regulations is deliberate 
inaction rather than ** deliberate action.” But this will not do. 
The one thing on which all schools are agreed is that even within 
the present law and regulations, the action of the Government 
affects the purchasing power of money. The Treasury cannot 
avoid deciding every week whether it will arrange for meeting 
its expenditure by the aid of an increase of notes issued or in 
spite of a decrease of notes. In the course of a year it has re- 
deemed £50 m. of notes, giving its subjects in exchange £50 m. 
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of interest-bearing securities. Can any one say that is not 
“ deliberate action,” or that prices are not affected by it? 

However, the post-war level is put by Mr. Lavington at 240 
per cent. by the 7imes index number. He arrives at this figure 
by regarding the top, 329, reached in April 1920, and what he 
seems to have thought the bottom, 189 in April 1921, as both 
abnormal, and then splitting the difference, but supporting the 
guess by an estimate of ‘“ purchasing power” existing at the 
moment of writing, without, apparently, asking whether this, 
too, might not be abnormal. He then discusses the advantages 
and disadvantages of a higher or lower level fairly enough, but 
without arriving at any positive conclusion whether it would be 
better to aim at something different from 240. 

In Part III Mr. Robertson argues very sensibly in favour of 
the restoration of the gold standard as a “ respectable interim 
measure’ pending the evolution of some better standard. He 
justly rejects the policy of reducing the amount of gold in the 
sovereign “except as a last resort,’ in case of dire necessity. 
He deprecates any attempt to bring down prices further, but 
recommends sharp resistance to the rise which may be expected 
at the end of.the depression, and hopes that this may put the 
level of prices,here on an equality with the gold prices of the 
countries already on a gold standard, and so bring us back to 
the old parity by a method actually advantageous in itself, as 
it involves use of the one real prophylactic against depressions, 
the damping down of the preceding boom. 

EDWIN CANNAN 


No. 125.—vou. xxx. F 











THE INTERNAL PURCHASING POWER OF THE GERMAN 
MARK (II)? 


Tue depreciation of the mark has proceeded with immense 
rapidity since the middle of the year 1921. The continued 
deficit led to an extraordinary fall in the German rate of 
exchange, that is, of the value of her money abroad. This 
circumstance, together with increased inflation—sometimes over 
four milliard paper marks per week were brought into circula- 
tion—caused a considerable decrease in the value of money at 
home, although the internal value only followed the value abroad 
with a lag. 

During the second half of the year 1921— 


The £ rose from 280 to 780, 7. e. nearly 2? times (after a temporary 
rise to four times). 

The wholesale trade figure rose from 135 to 320, i.e. nearly 
24 times (Frankfurter Zeitung). 

The cost of living rose from 293 to 439, i.e. nearly 14 times 
(Elsas). 


The movement of the various German calculations of the cost 
of living during the second half of 1921 was, in detail, as follows. 


(1) The index figure of Richard Calwer (weekly food require- 
ments) :— 


January Ist, 1914 see 25-57 || October Ist, 1921 «» 418-42 
July Ist, 1921 a 359-04 || November Ist, _,, ee 473-89 
August Ist, ‘ ne 395-96 | December lst, _,, ee 514-63 
September Ist, ,, a 399-59 | 


(2) The index figure of the Statistical Bureau of the Realm for 
the Cost of living :— 





Average price figure 1913-14 100 | October Ist, 1921 wee 1,146 
July Ist, 1921 ae 963 | November lst, _,, ee 1,397 
August Ist, 55 see 1,045 | December Ist, __,, ses 1,550 
September Ist, __,, see 1,062 | 





1 Supplementary to the article in the Economic Journat for September 
1921, p. 320. 
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(3) The index figure for the cost of living to a family of four 
(for Frankfurt a. Main, Berlin, and the most important industrial 
towns in the Realm), by M. Elsas :— 


January Ist, 1914 Poe 26:5 | November Ist, 1921 wd 382 
July lst, 1921 oe 293 | January Ist, 1922 are 439 
September lst, _,, wa 319 | 


(4) The cost of food requirements according to the Berlin 
Statistical Bureau (Silbergleit). 


The weekly cost of food requirements :— 














Per head for adults. For husband, wife, and child from 
Middle of July—Middle of 7 to 12 years old. 

August 1919... Bee 26-55 July BOZE- a a 130-46 
July 1921 re we 59-75 | August es ee eas 137-47 
August i eas ak 61-58 | September _,, as eas 142-56 
September ,, ae wea 64:43 | October Pe aoe ee 154-13 
October re ee nae 69:37 | November _,, ‘ids ae 179-08 
November ,, a sate 87-56 December _,, de aoe 191-50 
December __,, ae ee 92-59 | 

(5) The wholesale trade figure of the “ Frankfurter Zeitung”? :— 
Middle of 1914 ae 8-9 | October Ist, 1921 as 184 
July Ist, 1921 ae 135 | November lst, ,, aie 249 
August Ist, aA are 160 | December Ist, bat Reo 303 
September Ist, __,, oe 164 | January Ist, 1922 sed 320 

Summary. 
Increase 

Index figure. Date. (approxi- 

mate). 
Calwer. Food-stuffs only. Between Dec. 1921 and | 20 times 
Jan. 1914 
Statistical Bureau] The most important | Between Dec. 1921 and 
of the Realm. | necessities without 1913-14 15} 
clothes. 
Elsas. All important neces- | Between Jan. Ist, 1922 
sities. and Jan. Ist, 1914. 163 ,, 
Silbergleit. Food only. Between Dec. 1921 and 
July—Aug. 1919. 34.C«s, 
Wholesale trade | All important neces- | Between Jan. Ist, 1922, | 36 

figure of the sities. and peace time. 

Frankfurter 

Zeitung. 














The mean value (the arithmetical mean) of Calwer’s figure 
and the index figure of the Realm for January 1922 agrees 
approximately with the index figure arrived at by the writer for 
the cost of living, substitution being taken into account. Elsas’s 
index figure for the total cost of living gives 16} times that of 
peace time; accordingly the value of money at home is 1/16-5, 


and, if substitution is taken into account, which involves a 
F2 











68 THE ECONOMIC JOURNAL [MARCH 


diminution of 10 per cent.,! 1/18-3, that is 5-5 pfennigs for the 
mark. 

Calwer’s figure for food-stuffs amounts to twenty times that 
of pre-war days. The index figure for the Realm (whole cost of 
living without clothing) amounts to 154 times that of pre-war 
days. The arithmetic mean of the two figures is 17-75 times. 
According to this the value of money at home is 1/17:75, or 
5-6 pfennigs for the mark. 

It is of further interest to note the conformity in the degree 
of increase in the various index figures, in spite of the wholly 
different range of necessities to which they apply. At the end of 
December all the index figures had risen by almost exactly 
50 per cent. in comparison with July Ist, 1921, with the exception, 
of course, of the wholesale trade figure, which had risen by 140 
per cent. 

Let us now examine the circulation of notes of the Reichsbank 
during the same period (the second half of 1921). 

The note circulation of the Reichsbank (in millions of marks) 
amounted :— 


On June 30th, 1921 ... saa _ ‘a to 75,321 
», September 30th, 1921 «... wae ies Ere 86,384 
»» December 3lst, 1921 i pals a3. LESG39 


Increase since June 30th, 50 per cent. 
The circulation of bank notes and treasury notes together 
(in millions of marks) amounted :— 


On June 30th, 1921 ... iss sad bas to 84,028 

», September 30th, 1921... wise ee a 93,994 

»» December 3lst, 1921 a6 os » 121,964 

Increase since June 30th, 45 per cent. 

And if, finally, we examine the movement of account settle- 
ments through the Reichsbank during the same period (in 


millions of marks) :— 


July 1921 ae aa 78,337 | October 1921 or oo 259406 
August Pe ase ewe 79,172 | November ,, Se ... 140,493 
September _,, pis eats 98,004 | December ,, nes -- 120,835 


Increase since June 30th, 54 per cent. 


Thus the note circulation of the Reichsbank has also increased 
by almost exactly 50 per cent. The same applies, with rather less 
steadiness, to the settlement of accounts through the Reichsbank. 
Here, too, the increase in December amounted to about one-half 
in comparison with July 1921, but in November it considerably 
exceeded that proportion. But it must be expressly stated 


1 Compare the September number of the Economic JournaL; M. Elsas, 
‘“* The Internal Purchasing Power of the German Mark ” (1921). 
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that the increase in account settlements through the Reichs- 
bank must not be interpreted so simply as, for instance, that of 
the note circulation. 

This conformity in the economic curve relating to the increase 
in note circulation and the increase in the cost of living is some- 
what surprising. For it is known that the amount of money in 
circulation is only one of the factors which determine the level 
of prices at home. But the equally important factor, the balance 
of receipts and expenditure, which, as we know, is no less ‘signifi- 
cant, does not yet find expression in the increase in the cost of 
living for the second half of 1921. 

This apparent contradiction is resolved if we consider the 
wholesale trade figures more closely. In the third quarter of 
1921 they rose barely 40 per cent., but in the fourth quarter of 
1921 they rose about 100 per cent. in comparison with July Ist, 
1921. In other words, the falling rate of exchange, which began 
in the second half of 1921, already finds expression in the whole- 
sale prices (as distinct from the retail prices) in the fourth quarter, 
and these facts justify the conclusion that retail prices, and 
consequently the cost of living, may be expected to follow the 
increase to a certain extent in the first quarter of 1922. 


Foreign Value of the Mark. 
| 





British 

















Rate Purchasing power of 
of Ex- — Column | the mark in relation 
change | 7 d 2x 3. | to cost of living in 
to the £. N sate in England. 
Number. 
July 1921 ‘ | 280 219 616 about 3} pfennigs 
August “es ot ee 222 684 23 si 
September ,, ss «| 390 220 858 os oe % 
October a oe «+ | 882 210 1,322 “oS ss 
November ,, es sco | Bed 203 2,132 a. ae 
December _,, wie ve | 770 199 1,533 << = Pe 





Value of the Mark at Home. 





Purchasing power of 
the mark in relation 


Index figure for 
the cost of 
living (Elsas). 





January Ist, 1914 
July Ist, 1921 
September Ist, ,, 
November lst, ,, 
January Ist, 1922 


26-5 
293 
319 
382 
439 
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—-——- Purchasing power of the mark in relation to cost of living at home. 

++i4-+44- Purchasing power of the mark abroad in relation to cost of living 
in England. 

ceceee Rate of exchange (exchange value of the mark in England). 

In the above comparison the violent change in the value 
of money abroad and the relatively calm change at home are 
especially characteristic. The home-value of the mark has 
diminished from July Ist of last year to January Ist, 1922, at 
intervals of two months by about one pfennig each time, from 
9 to 8, to 7, to 6 pfennigs. A decrease which absolutely is steady 
involves, of course, a relatively progressive decrease. 

This relatively rhythmic course results from the principle of 
inertia, which characterises the value of money at home, in so 
far as it is based upon retail prices in the case of the cost of living. 
The principle of inertia results here from the endeavour of retail 
trade to avoid violent changes in price. Since the adaptation of 
retail prices to the changes in the value of money abroad is 
specially delayed, as we have ascertained, this fact enables us to 
foresee already that, even if the rate of exchange does not alter 
in the near future, a further fall in the value of money at home 
must nevertheless occur. 

This tendency on the part of the value of money at home to 
fall further will be reinforced if, as is to be expected this year, 
the process of adapting the prices of important necessities to 
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world prices continues; for instance, bread, coal, railway rates, 
and postage. There is in addition the increased tax on sales. 

Let us assume that in the near future this adaptation is com- 
pleted, though gradually; two factors then finally remain which 
will raise the value of money at home above its value abroad for 
some time to come, even with a stable rate of exchange. These 
factors are, first, house-rents, which will not be adapted wholly to 
the depreciation of money within measurable time in consequence 
of their still quite disproportionately low rate (at the present time 
reat amounts only to 2} per cent. of the whole cost of living, in 
comparison with an average of 20 per cent. in pre-war times). 

Then there are wages, which, even taking into consideration 
the greater purchasing power of the mark at home, are still very 
low: a phenomenon which has clearly accompanied paper 
inflation at all times and among all peoples.1. The primary cause 
of this slow movement of wages is no doubt to be attributed to 
the fact that the privations which long wars bring upon peoples 
cut off from the world market usually greatly depress the standard 
of living of the masses, and its recovery proceeds but slowly. 

Then a part is also played here by the psychological factor 
involved in the nominally large sums paid in wages. And, 
finally, every rise in wages is immediately overtaken by a fresh 
rise in the level of prices (and thus a fall in the value of money), 
because increased wages offer a welcome excuse for fresh increases 
in prices, whilst in reality wages, as a passive element, have no 
causal significance in the vicious circle. 

But even this partial approach of the value of money at home 
to its value abroad involves the assumption that no additional 
mistrust of German currency—no fresh crisis of confidence—such 
as occurred in the second half of last year, further depresses the 
value of money abroad, thus constantly overtaking the process 
of adaptation of the value at home. 

So long as the present condition of violent fluctuations in 
the exchange continues, even the best will to keep pace with 
world prices will be in vain. We may take coal as an example: in 
the summer its price was nearly the world price, but in the autumn, 
in consequence of the rapid fall of the mark, it sank much below 
half the world price. 

If a stable exchange were unattainable, automatic regulation 
of the price of coal, and accordingly of the coal tax, say from 

1 In France at the beginning of the year 1792, when the value of money 


stood at only 70 per cent., wages appear to have remained at the level of 1788 
(compare I. Fisher, The Purchasing Power of Money). 
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month to month according to the rate of exchange, might solve 
this difficulty, but such uncertainty concerning the most im- 
portant raw material would be intolerable for industry and trade, 
upon which presumably the risk would be thrown. 

And finally we come to the main question : in which direction 
will the rate of exchange of the mark move? This question 
involves a complexity of questions. 

Let us pick out only a few factors; will the printing press be 
brought to a stand-still? That is, will not only the budget of 
the Realm be made to balance, but will the balance of German 
receipts against expenditure cease to be adverse? The answer to 
this question depends in the first instance upon whether those who 
rule the destinies of the nations are able to realise the inevitable, 
but often disregarded, nature of economic processes. Or will 
those prove right who believe that they have learnt from 
the economic history of the world that, when a currency has 
passed a certain low level, it is no longer practicable to count on 
its recovery—in spite of all theoretical possibilities? And 
finally, in connection with this, is Gresham’s law incorrect in the 
long run? Does, then, bad money not oust good in the end, 
but will a contrary tendency set in? It must be said with 

regard to the last question, that perhaps economic laws, like 
physical laws,! only hold good with precision within certain limits, 
whilst in certain extreme cases there are exceptions.? 
May Germany and the world be spared the fate of proving the 
correctness of this theory. 
M. Etsas 


1 Edwin Cannan, Economic JouRNAL, December 1921. 

* Thus, for example, in certain extreme cases exceptions to the Gay-Lussac, 
Boyle-Mariotte laws concerning gas appear, so that it becomes necessary to 
formulate a fresh law for these cases. 
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REVIEWS 


The Political Economy of War. By A. C. Pigov. (London: 
Macmillan & Co., 1921. Pp. 251.) 


THE subject of this book is brought into clear relief by the 
distinction which is drawn in the Introduction between the “ cool 
rhythm of a settled order” and the “strained and stressed 
economy of a world-shattering war.” The latter subject might 
seem not peculiarly adapted to the powers of abstract reasoning 
which Professor Pigou evinced in his Wealth and Welfare and 
other pre-war writings. He has, however, successfully handled 
problems relating to war in his Hconomy and Finance of the War, 
reviewed in this JOURNAL, 1916, in several articles contributed 
to the JouRNAL, and other recent writings. Many of the argu- 
ments first presented in these publications are restated in the 
pages before us in a clear and simple form, divested of details 
and technicalities. We venture to suggest that in a second 
edition there might usefully be appended a list of references to 
the author’s writings which are put under contribution in the 
present study. The student would be assisted thereby, and the 
general reader would not be incommoded. 

Of the numerous points which are either usefully retouched 
or freshly handled in the work before us, we can only indicate a 
few specimens. Following an order which the author seems to 
have had in mind, we may separately consider the periods before, 
during, and after a war—the war we might almost say, as Pro- 
fessor Pigou writes with special reference to the Great War 
and the experience of this country. 

Among the antecedents of war is the shadow which the coming 
event casts: the losses due to the diversion of productive 
resources from applications which but for the prospect of war 
would be the most advantageous. Universal conscription is a 
conspicuous example of loss to industry. Professor Pigou argues : 
‘‘ Whatever benefit to future efficiency may result from military 
training is probably more than outweighed by the loss of the 
corresponding benefit that would otherwise have resulted from 
industrial experience.” Perhaps he has not sufficiently taken 
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into account the educational advantages ascribed by Adam 
Smith to military training. Other examples of resources diverted 
from production are the protection of “ key-industries’’ (well 
defined by our author), the development of agriculture to secure 
the supply of food in time of war, beyond the point which would 
otherwise have been advisable, the modification of mercantile 
marine to suit the exigencies of war. 

The antecedents which it specially concerns us to examine 
are the preventible causes of war. Professor Pigou does not 
hold with the simplistes—not to say simpletons—who maintain 
that economic motives are the sole cause of war. ‘‘ The desire 
for gain,” he points out, “is not the only ferment that 
makes for international war.’’ The lust for domination, the 
love of liberty, these and kindred potent motives are not ignored 
by him. But the present study is confined to the discussion of 
economic causes. Of these the most important is the influence 
of financiers seeking concessions in undeveloped countries. An 
international agreement to open the foreign possessions of 
European Powers to the traders of other countries on equal terms 
with the traders of the possessing Powers is a desideratum. 
International agreement is also invoked to check another cause 
of war, the private interest of armament-makers. But it would 
not be safe for a Government to take the industry into its own 
hands without an international understanding. The difficulty 
of adequately expanding production in wartime would otherwise 
be too great. 

Ardently as our author desires to avert war, he is not to be 
ranked with the pacifists who counsel non-resistance even in 
case of a hostile invasion (cp. Hon. Bertrand Russell, Jnter- 
national Journal of Ethics, 1915, p. 139). So we infer from his 
giving directions for the utilisation of a country’s resources with 
a view to efficiency in war. We may begin with the rules which 
refer to the conduct of individuals rather than that of Govern- 
ments. If a person has resolved to cut down his aggregate 
expenditure by £100, or £1000, it makes a difference on what 
branch of expenditure he economises. If he sets free chauffeurs 
and young able-bodied men fit for military services, he contributes 
more resources to the service of the country than if he abstained 
from the purchase of lace (Ch. VI). Indeed if he obtains funds 
to pay subscriptions to War Loan by cutting off gifts, pensions 
to old servants, and the like, he is said not to be economising at 
all, not to be shouldering any part of the State’s burden (p. 47). 

The Government may, of course, promote and direct personal 
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economies by judicious regulations. Of such is the rationing of 
consumers. On what principle should rations be allocated, as 
between the rich and poor, for instance? The analogy of taxation 
suggests the issue between equality of sacrifice and minimum 
aggregate sacrifice. Professor Pigou decides in favour of the 
latter principle. The record of the difficulties which rationing 
involved during the War seems fatal to the project, entertained 
by some socialists, of continuing the practice in peace time. 
There is a connection not generally understood between the 
rationing of consumers and the control of prices. Rationing is 
required not so much to prevent the rich obtaining an undue 
share of a limited supply, as to prevent the chaos which would 
ensue in a competitive market when price is fixed below the point 
at which the demand just takes off the supply. The number of 
adjustments required for the limitation of prices is bewildering. 
Account must be taken of the various grades of quality into 
which, often under the same name, a commodity is divided. 
Differences of time and of place require attention. The evasions 
of the middleman must be defeated. And ever there is the danger 
of seriously restricting production. The chapter on price-control 
should be pondered by those who in the cause of Protection 
or of Communism would manipulate the tangled skein of inter- 
dependent prices. 

What the consumer gained by the limitations of particular 
prices he often lost by the rise of general prices during the War. 
The process by which this rise was effected has long eluded 
inquiry. The best analysis of the process known to us—a simple, 
clear, concise and authentic description—is given in Professor 
Pigou’s chapter on Finance by Bank Credits. As we understand, 
the purists who contended that the processes employed by the 
Government came to the same as the simple use of the printing 
press were nearer the truth than the apologists of the Government. 
The principal difference between currency notes and mere paper- 
money consists in the incident that the notes when returned to 
the Bank of England automatically expire. How far does this 
difference lighten the injury to the public, and the responsibility 
of the Government ? 

The expansion of bank credits which led to a rise of prices 
was aggravated by the methods pursued in raising loans. But 
loans are not open to the objections which are brought against 
them on the ground that they sacrifice the future to the present. 
The correct doctrine is restated by Professor Pigou, with explana- 
tions which should obviate captious misunderstandings. Some 
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indirect burden to the future is no doubt caused by loans so far 
as the rich relieved from the present payment of taxes make 
less provision for the future than would otherwise have occurred. 
The fact that generally, though not necessarily, the burden of 
the rich is lessened, that of the poor increased, by the use of loans 
rather than taxes forms a strong argument in favour of the latter 
alternative. But in a great war “ taxation alone, however excel- 
lent it might be in theory, is in practice out of the question.” 
As to the principle on which the burden of taxation in war-time 
ought to be distributed, we understand our author to prescribe 
minimum aggregate rather than equal sacrifice, and that with less 
reservation than is necessary in the regime of peace. ‘“‘ In a pre- 
eminent national emergency the call from each should be for his 
utmost rather than for his share.” 

We pass over many other interesting recommendations, 
hoping that they will not be again required in practice. 

In the period after the War we meet problems of present 
interest. Under the heading, ‘‘ Aftermath in Currency and 
Exchanges,” Professor Pigou explains lucidly the mechanism 
of the exchanges, and balances the arguments for and against 
deflation. He considers whether we should ‘ devaluate ” our 


currency by making the paper pound convertible into a smaller _ 


quantity of gold than before the War. He regards the question 
as one of degree. Seeing that our paper is now only depreciated 
as compared with gold by some 20 per cent., “ the balance,”’ he 
thinks, “is in favour of an ultimate and not too long delayed 
return to pre-war parity.”’ So Ricardo argued in 1822 (June 12). 
“If in the year 1819 the value of the currency had stood at 14s. 
for the pound note, he should have thought that upon a balance 
of all the advantages and disadvantages of the case it would 
have been as well to fix the currency at the then value; but 
when the currency was within 5 per cent. of its par value... 
they had made the best selection in recurring to the old standard.” 

The authority of Ricardo may also be invoked for the plan 
of a capital levy which our author defends with many persuasive 
arguments new and old. But we are not quite persuaded by 
his reply to the objection that there would be created a dangerous 
precedent, that the expectation of renewed levies would check 
saving. “It is arguable,” says Professor Pigou, ‘‘ that when 


once a levy had been actually made, people would feel that things 
were settled, at all events for a considerable time, and would 
therefore be actually less fearful of the future than they are at 
present.” 
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With respect to sequels, as well to antecedents, the author 
is confined to the discussion of economic problems. He does not 
ignore the aftermath of war outside the economic sphere—‘“ the 
accumulated suffering in wounds and disease of many who go 
to fight, the accumulated degradation in thought and feeling of 
many who remain at home.” 

F. Y. EpGewortu 


A Revision of the Treaty, being a sequel to the Economic Conse- 
quences of the Peace. By Joun Maynarp Keynes, C.B. 
(London: Macmillan & Co., Ltd. Pp. viii + 223.) 


Tus is in some ways an even better book than its predecessor. 
It is as closely packed with valuable information, as excellent 
a model of limpid exposition, as deadly in the devastating verbal 
parsimony of its attacks; and it forms on the whole a more 
compact and well-ordered unity. If it is, in current jargon, 
less epoch-making, it is because events, of which the publication 
of The Economic Consequences of the Peace was not the least, 
have done their work; and the vitalising paradoxes of two years 
ago have become the dreary platitudes, or even the dangerous 
half-truths, of scared captains of industry and belated politicians. 

After a little political philosophising, Mr. Keynes gives us 
an extremely useful summary, well documented in an appendix, 
of the course of events since the signing of the Treaty. He 
passes on to discuss the nature and effects of the London settle- 
ment of May 1921, the impracticability of which was brought 
home to the world, almost simultaneously with the publication of 
this book, by the arrangements provisionally substituted for it 
at Cannes. He then re-examines, in the light of fresh evidence, 
the question of the amount of Germany’s liabilities under the 
terms of the Armistice and the Treaty of Versailles respectively, 
and finds no reason to depart from his previous conclusions. 
Finally, he elaborates his own proposals for the settlement of 
Europe, which amount to the payment by Germany of an 
annuity of £54 m. (gold) to France and £9 m. (gold) to Belgium 
for thirty years, coupled with the remission by Britain and 
America of the war-debts of the Continental Allies, and special 
but moderate assistance for Austria and Poland. It would be 
hard indeed to devise a scheme at once simpler and more effective. 

From the point of view of the general economic reader two 
portions of the book are particularly illuminating—the excursus 
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on the mark exchange, and the chapter on Reparations, Inter- 
Ally Debt and International Trade. What are the causes and 
effects of the depreciation of the mark? How far is the payment 
of an indemnity or the repayment of debt necessarily injurious 
to the receiving country? In discussing these questions 
Mr. Keynes, in the words of a once famous detective story, 
“ takes hold of his reason by the right end,”’ and steers us through 
conflicting sophistries with an unerring hand. No better 
example of economic method, of the marriage of reason with 
fact, could be found. 

One word of criticism and one of special approval remains 
to be said. In discussing the fate of Upper Silesia, Mr. Keynes 
might perhaps have given more weight to the view that to draw 
frontiers mainly on economic grounds may serve only to aggravate 
the tendency, already disastrous enough, to identify political 
boundaries with economic barriers. In any case it seems a 
little unkind first to blame the Versailles statesmen for their 
neglect of economic considerations, and then to twit the League 
of Nations on the “ complicated economic provisions of doubtful 
efficiency ’’ embodied in the Silesian settlement. 

But finally, the triumph of Mr. Keynes’ economic views has 
not led him to withdraw into a discreet shade the moral aspects 
of his case. He examines fully the legality of the claim upon 
Germany for war-pensions, and of the occupation of her territory 
beyond the Rhine—in both cases with very damaging results. 
‘““We reserve,” he says, “the whole stock of our indignation 
over illegality between nations for the occasions when it is the 
fault of others.” This kind of thing needs saying now that 
economic sanity has become fashionable no less than in the good 
old orange-squeezing days of 1919. 

D. H. Ropertson 


The Economics of Everyday Life. By Str T.H. Penson. Part II. 
(Cambridge: The University Press. 1921. Pp. x + 111. 
8vo. Price 4s. 6d.) 


Berore the war, in 1913, the author of this volume published 
Part I of what he has described as a “ first book of economic 
study ’’; and a manual, in which no pains were spared, by a full 
well-designed table of contents, by clear and very simple state- 
ment in the text, and by the abundant opportune help of leaded 
type and illustrating “ graphs,” to meet the primary needs of 
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a 


teachers and their commencing pupils, has had, we understand, 
the deserved success of several editions. It has been prescribed, 


‘with satisfactory result, for such examinations as those held by 


the Oxford Delegacy of Local Examinations. The first part 
having dealt with “ effort, exchange and income,” the present 
second part, plotted and executed on lines similar to those pursued 
before, shows how the income obtained is applied to the “‘ satis- 
faction of human wants,” for the whole work, properly, “ aims 
at being an explanation of the economic relation ’’ between 
what Bastiat pithily summed up as the subject of Economics in 
the order of actual occurrence and fit discussion—namely, “‘ wants, 
efforts, satisfaction.”” A “short account ”’ is also comprised of 
the ‘‘ economic wants of the State and how they are supplied,”’ 
and of the “‘ aims and methods of various forms of association, 
such as Trade Unions and Co-operative Societies.” 

Not a few elementary manuals or introductory text-books, 
both on economic theory and on economic history, have been 
published recently, and, while we sometimes wonder whether all 
can fill a gap, yet their very multitude is an encouraging sign 
that publishers feel a growing demand for such literature by a 
widening public. The war, too, with its puzzling and not very 
welcome “aftermath,” has stirred a lively interest in many 
economic matters on which the competent use of systematic 
thought should throw needed bright light. Sir Henry Penson is 
an equipped student and a skilled teacher of economic science, 
and, as the administrator of a War Department, he has been 
enabled to add the great advantage of close experience of practical 
affairs. 

Yet, were we disposed to be critical, we might find in this 
second portion of his manual too much rather than too little 
reference to what we judge must afterwards be viewed as the 
passing incidents of a temporary crisis. We think too that, 
compared with the earlier part, the first subject treated here 
lends itself less readily to the method followed. It is, we fear, 
intrinsically more difficult, and in a sense the ordinary ground 
of economic theory was covered in Part I. Nor does our author 
escape the dilemma by which expositors of economic principles 
have been beset, of including, or excluding, the topic of taxation. 
‘Liat, arbitrarily settled by comparison with the regularly work- 
ing motives affecting value, rent, interest, profits and wages, has 
yet a traditional right to a place in a text-book, or at least in an 
appendix. But the discussion of Trade Unions and Co-operation, 
in spite of their undoubted interest and agreed importance, 
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will not, we have some misgiving, be immune from a suspicion 
of being added as ‘‘ padding ’’ complement rather than as form- 
ing an integral portion of a whole. We would offer, lastly, a 
hint that in a fresh edition some graphical illustration in 
the shape of a curve or curves should be given of what must 
present, as we conceive, somewhat formidable difficulty for most 
readers of a “‘ first book of economic study ’”—namely, the index 
numbers that are used to indicate the general level of prices. 
But these are minor blemishes and should not interfere with 
our congratulation of Sir Henry on the successful finish of his 
useful work. We will anticipate for his Part II a sale not much, 
if at all, less large than that achieved and earned by Part I. 
Such a response must be gratifying to the author; and it rejoices 
those who have at heart the wide diffusion of elementary 
economic knowledge. L. L. Prick 


Problemi Sociologici della Guerra. By Professor Corrapo GInI. 
(Bologna: Zanichelli. 1921. Pp. 390.) Price 32 lire. 


Tuts book consists of a number of essays previously published 
by the author between January 1915 and April 1920. The 
problems discussed are various, but all either arise out of, or 
are suggested by, the war. In his preface Professor Gini expresses 
the hope that, in spite of the political interest of much of his 
subject matter, his method of treatment will not be found lacking 
in the scientific spirit. His hope is abundantly justified. 
“Scientific serenity” (serenitd scientifica) pervades the book. 
There is hardly a hint anywhere that war is a beastly business or 
that it is ever any one’s duty to try to prevent it. Such reflec- 
tions, in a society based on division of labour, are left to the 
poet, the politician and the preacher. 

Most of these essays are statistical studies, on infantile 
mortality during the war, on the effects of military service upon 
health and upon size of families, on the cost of the war, on the 
assessment of war damage, on the amount of indemnity to which 
Italy is entitled, on methods of estimating national wealth, and 
so forth. These contain many interesting and suggestive ideas 
and are, for the most part, models of lucidity. But occasionally 
one is in doubt as to what precisely is intended. On pp. 377-8, 
for example, Professor Gini, after dwelling upon the increasing 
burden of a public debt when prices are falling, suggests that 
payments to the creditors of the State should vary with the 
general level of prices, like wages on a cost-of-living sliding scale. 
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But it is not clear whether he means that war loans should, in 
the past, have been issued subject to this condition (for which 
there is a good deal to be said), or that this condition should now 
be suddenly introduced (which would involve partial repudiation 
and discrimination against a particular group of property owners), 
or that an attempt should now be made to secure voluntary 
conversion of existing debts into new debts subject to this con- 
dition (which would involve an addition to the present burden 
and, unless creditors of the State under-estimated the future fall 
of prices, would bring no relief on balance). 

There are, however, four essays which are of special interest. 
In the first three (pp. 1-93) Professor Gini propounds a theory 
of the causes of war. In the fourth (pp. 155-74) he reprints a 
memorandum drafted by himself and submitted in the name of 
the Tialian delegation to the C.S.I.R. (Commission Scientifique 
Interalliée du Ravitaillement) in 1918. 

It was the function of this Commission, which consisted of 
representatives of the chief allied and associated governments, 
to make recommendations as to the distribution of available 
food-stuffs between the various countries concerned. It appears 
that the Commission was instructed to ignore financial con- 
siderations. ‘‘ Ability to pay’ was, therefore, not in question, 
and the problem was simply that of securing a distribution 
according to needs as between the allied and associated com- 
munities. At its third session the Commission decided that 
3300 gross calories should be taken to represent the daily food 
requirements of an average man in the British, French and 
Italian populations regarded as a single aggregate. They further 
decided that, for the purpose of distributing food-stuffs according 
to this formula, an “ average man” should mean a male more 
than fourteen years of age, whether British, French or Italian. 
So far, then, we have a proposed distribution between the three 
countries proportionate to the numbers of their male populations 
over fourteen years of age. At this stage enters Professor Star- 
ling, the British representative on the Commission, who argues 
that such a distribution would give too much to the French and 
Italians and too little to the British, and that, having regard to 
“the influence of anthropometric and climatological factors,”’ 
if 3300 calories represents the daily requirements of an average 
Englishman, that of a Frenchman should be reduced to 3220 
and that of an Italian to 3177. Professor Giniss memorandum 
is a reply to Professor Starling, designed to confute his argument 
and to re-establish the case for equality. Professor Starling’s 
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anthropometric argument is that individual food requirements 
are proportionate to the superficial area of the body, which is 
greater in the average Englishman than in the average French- 
man or Italian. Professor Gini replies that this difference is 
small as between men; that with women the difference, if any, 
is the other way,—“ there is a prevailing impression that English- 
women are thinner than French and Italian women ”’ (p. 158) ;— 
that other factors besides superficial area determine food require- 
ments, such as the greater vivacity and intensity of speech and 
movement among Southern peoples, involving a greater expendi- 
ture of nervous energy; and finally, that, in reality, a smaller 
superficial area signifies, not less need for food in the present, 
but less consumption of food in the past. Professor Starling’s 
argument from climate is based on the average mean temperature 
of groups of towns in Great Britain, France and Italy respectively. 
Great Britain being colder than France or Italy, he argues that 
Englishmen require more food than Frenchmen or Italians. 
Professor Gini replies, first, that the greater heat of Italy is 
exaggerated in Professor Starling’s figures, since all the Italian 
temperatures taken, except one, are practically at sea level, 
whereas nearly three-quarters of the Italian population live more 
than fifty metres above the sea; second, that where the artificial 
and the natural temperatures differ, it is the former which is 
relevant, and that Englishmen heat their dwellings more effec- 
tively and clothe their bodies more warmly than Italians; third, 
that large numbers of British soldiers are fighting in warmer 
climates than those in which they normally live, whereas the 
great majority of Italian soldiers are fighting in colder climates. 
Further, among the civilian population, the average working day 
in Italy is longer than in England, and a larger proportion of 
the population is engaged in heavy manual labour. And so on, 
a very pretty argument, which apparently produced more effect 
on the Commission than on the British and American Govern- 
ments, which had control of the food-stuffs. 

Professor Gini’s theory of the causation of war is a ‘‘ demo- 
graphic”’ theory. He holds that all wars are fundamentally 
due to “ the pressure of population.”” Other causes, which are 
commonly assigned, quarrels about women in the classical legends 
of Greece and Rome, religious quarrels in the Middle Ages, 
dynastic quarrels, quarrels about national independence in the 
nineteenth century, quarrels about economic interests and 
imperialist expansion since 1870, are not, he thinks, true causes, 
but only pretexts and occasions (pp. 64-5). This thesis, as 
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Professor Gini admits, is not new. It has long formed part of 
the stock-in-trade of certain journalists and pseudo-scientific 
writers. ‘‘ The need to find an outlet for our surplus population ”’ 
was part of the German patter before 1914 (though only 26,000 
Germans emigrated in 1913), as, with slightly greater plausibility, 
it is part of the Japanese patter to-day. What is new is the 
clothing of this ancient thesix, at the hands of Professor Gini, 
with new and attractive-looking garments of rational defence. 
These garments are skilfully woven and, in the course of his 
weaving, much that is interesting emerges. He works out, for 
example, more fully and suggestively than I have seen elsewhere, 
the analogy between the age and youth of individuals and of 
races (pp. 10-19), and he indulges in some acute criticisms of 
Mr. Norman Angell (pp. 55-62). But the new trappings do not 
make the old thesis much more acceptable than before. It 
would be idle, of course, to deny that pressure of population has 
sometimes been a contributory, and occasionally even a dominant, 
cause of wars and invasions. The barbarian invasions of the 
Roman Empire are an obvious case in point. But emphasis 
upon this cause, to the practical exclusion of all others, does 
not provide a tenable theory. It is only a restatement of 
this theory to say that the cause of all wars is lack of birth 
control. It would seem to follow that the League of Nations, 
in order to prevent future wars, should confine its activities 
to neo-Malthusian propaganda, the intensity of which should 
be adjusted to the “pressure of population” in various 
countries. But Professor Gini does not draw this deduction. 
“Perpetual peace through readjusted birth-rates”’ is a pro- 
gramme which somehow looks inadequate. The reason surely 
is that common-sense is not wrong in treating as true causes of 
wars those quarrels which Professor Gini dismisses as mere 
pretexts. Policies leading to war are decided by small groups 
of influential men, to whom Professor Gini’s mere pretexts are 
often real and genuine motives. Sometimes part of the “‘ popu- 
lations,” alleged to be subject to pressure, approve the policies, 
though not necessarily apprehending whither they are leading ; 
more often they are ignorant of what is being done in their name, 
until suddenly confronted with a situation in which young men, 
having no quarrel with one another, must kill and be killed at 
old men’s bidding. Tribal chiefs coveting their neighbours’ 
wives, religious fanatics howling for a ‘“‘ Holy War,” “‘ pretenders ” 
coveting occupied thrones, good men and bad equally aflame 
with nationalist passion, politicians seeking prestige and business 
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men seeking profits in the expansion of colonial empires, pro- 
fessional soldiers seeking security for their country and practice 
and promotion for themselves, armament-makers and sensational 
journalists plying their trade, and all willing that, for the satis- 
faction of their own desires, other men should die,—these are 
part of the real stuff of history, not to be explained away in terms 
of differential birth-rates. P-ofessor Gini thinks that it was the 
increase of Italian populatior. which led the Italian Government 
to make war in Eritrea and Libya (p. 85), places whither very 
few Italians go except unwillingly and under orders. And was 
it, I wonder, the decrease of French population which led the 
French Government more recently to make war in Syria ? 

Scientific serenity apart, Professor Gini’s theory does not help 
the prevention of war. On the contrary, it has an unwholesome 
smell of fatalism and covers up the tracks of malefactors. Nor 
does it carry conviction to the mind, or account for the real 
facts. In the interests of truth, no less than of peace, it is 
highly desirable that it should not make headway. 

Hucau Datton 


National Welfare and National Decay. By Wiitt1am McDovgatu. 
(London: Methuen, 1921. Pp. 214.) 


THERE is classical precedent for admitting a theory of 
population to a place in economic literature. The theory which 
Professor McDougall develops is, indeed, very different from 
that of the classical economists. It could not be said of him, 
as of the younger Mill in an epigram by Moore, that he was 
opposed to “all breeding whatever” (Mill Senior only to good 
breeding !). Our author’s arguments point, rather, to the 
encouragement of births among the classes that are superior 
in natural endowments, “ intrinsically better.” By what tests 
is this superior nature to be discerned? Professor McDougall 
adduces evidence of differences in intellectual capacity afforded 
by the application of “ intelligence-tests ’’ to American recruits. 
A sample based on several thousand observations exhibits 
contrasts between white and coloured, literate and _ illiterate. 
Each of the four groups constituted by combination of these 
attributes, say WL (White Literate), WI, CL, CI, is distributed 
according to the percentage which is contributed by each of 
eight classes labelled in the order of decreasing intelligence 
A, B, C+, C, C—, D, D—, E. To convey a rough idea of the 
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results we have lumped together the three highest percentages 
(A, B, C++), and also the three lowest, for each of the four groups, 
as follows : 

Upper Strata. 


WL 20-6 WI 4:9 
CL 5:5 CI 1-3 
Lower Strata. 

WL 28 WI 59 
CL 65 CI 86 


It will be seen that both the whites and the literates show 
relatively large percentages of high intelligence and small per- 
centages of low intelligence. The author is satisfied that the 
superiority of the white literates to the white illiterates is due 
not wholly or mainly to their schooling, but rather to an inborn 
greater capacity for intellectual growth. An examination of 
three schools leads to the conclusion that the upper social strata 
as compared with the lower contain a larger proportion of 
persons with superior natural endowments. Difference in 
character between races is illustrated by the defect of Indians 
in will-power as contrasted with their British rulers. 

Further evidence of natural inequalities is derived from the 
contrast between the art of the Nordic and that of the Mediter- 
ranean race. ‘‘ The Nordic race is constitutionally introvert; 
it is strong in the instinct of curiosity, the root of wonder, weak 
in the herd instinct, the root of sociability. In the Mediter- 
ranean race these peculiarities are reversed.” The introvert, 
we may explain, is slow and reserved in the expression of his 
emotions, given to introspective brooding; not vivid and 
vivacious, like the extrovert. The curiosity of the Nordic race 
appears in its art. “It is the addition of curiosity to this (the) 
desire of beauty that constitutes the romantic temper,’ says 
Pater. The French character is related to the English as 
Mediterranean to Nordic. ‘‘ The sociable and extrovert race 
is prone to homicide, but not to divorce or suicide.” ‘‘ The 
curious Nordic, we may suppose, brooding in secret distress 
and pondering the problem of his partner’s infidelity, strives to 
understand how such an act has become possible; for the 
impetuous, incurious Mediterranean the fact alone suffices.” It 
appears to us that by catching at evidence of this sort the writer 
has prejudiced an otherwise strong case. 

Supposing the author's thesis established, what practical 
consequences follow? What shall we do to avert the decline 
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with which civilisation is threatened by the increase of a low- 
grade population? There is suggested some readjustment of 
family incomes. Every family belonging to “the selected 
classes ’”’ should receive for each living child under the age, say, 
of twenty years an addition of a tenth or so to the income already 
earned—an arrangement by which the incentive to effort would 
not be weakened. There is foreshadowed a community, Eugenia, 
in which the qualities required to promote national welfare and 
to avert national decay will be selected and transmitted by 
heredity. ‘‘ The supply of first-rate calibre can only be main- 
tained by the fruitful mating of persons of superior strains. At 
present, in all highly civilised societies, such persons tend to be 
absolutely or relatively infertile. Eugenia is a scheme for bring- 
ing persons of such strains together in fertile union which will 
give to the world an increasing number of persons of similar 
calibre.’ The abolition of the family prescribed by Plato will 
not be adopted in Eugenia. {n that happy land domestic life 
and devotion to intellectual pursuits will not be incompatible. 
F. Y. EpGrewortH 


A Social and Industrial History of England before the Industrial 
Revolution. By M. Dormer Harris. (Collins. Pp. 227.) 


A Social and Industrial History of England in Modern Times. 
By E. WetBourne, M.A. (Pp. 212.) 


Botu these books are part.of a series of economic text-books 
intended for continuation schools. They are issued under the 
editorship of Mr. Manning, with Sir William Ashley as consulting 
Editor, who expresses their aim as follows in the Introduction : 
‘“‘ These books are intended for those to whom the call of citizen- 
ship does not come in vain, those who want so to live and work 
as to preserve the gains of civilisation and yet to help the world 
and their country, as nearest to them, to a better future.” 

Miss Harris’ book, which has interesting illustrations, accen- 
tuates the social side of English development and carries its 
history down to the beginning of the eighteenth century. The 
headings of some of the chapters will show the stress laid on the 
social aspect of English development: “The villager in later 
times,” ‘‘The woman as worker,” ‘‘ The child as worker and 
learner” (‘‘ He was expected to rise early, work hard either with 
hand or brain, and show his elders great politeness’’), “The pull 
of the town,” ‘‘ The shop and the fair,” “The merchant and the 











cel 


Fa 
tre 
cla 

















1922] WELBOURNE: HISTORY OF ENGLAND 87 


craftsman,” “ The artisan from overseas and the native work- 
man.” There are also two pages of bibliography as a guide to 
more advanced reading. 

Mr. Welbourne’s book is concerned with the nineteenth 
century, and great attention is paid to the latter half of it, which 
is a most unusual feature. He stresses the importance of the 
new transport developments by. land and sea, and is obviously 
not one of those who considers that the industrial revolution 
was over by 1840. He shows that even more inventions of 
a revolutionary nature occurred after that date than before it. 
The originality of his outlook may perhaps be illustrated by 
two quotations. 

“It must not be forgotten that within the last few years a 
work as great as that of the men who developed the modern 
breed of cattle from the plough ox has been quietly done by the 
gardeners. They have added to the number of months in which 
it is possible to eat fresh vegetables by the inventions of late 
and early varieties. They do not shrink from inventing new 
vegetables and fruits to be eaten at a time of year when Nature 
has provided nothing.” 

When one reflects that this, combined with the import of 
fresh fruits, meant an abatement of scurvy, one of the most 
frequent causes of illness and death, especially of children, in 
every century except the nineteenth, one realises the import- 
ance of these vegetable ‘“‘ inventions.’”’ They needed, however, 
rapid and cheap transport to make them available for all 
classes. 

Again—“ In 1891 the first steam trawler sailed to Iceland, 
and since then the seas just within the Arctic Circle have been 
the true source of our fish supply. . . . In 1900 the Grimsby 
artificial ice-factory started to work and the annual catch of 
fish leaped at once from 92,000 tons to over 134,000, an amount 
which has since been far exceeded. Aberdeen has a similar 
record of activity. ... It is the steam trawler catching such 
fish as are found all the year round which has given us the present 
steady supply of good, cheap fish.” He then talks of the develop- 
ment of the fried-fish shop as an “invention of the twentieth 
century.” ‘‘ Yet until 1890 the inland town dweller knew fish 
only as a luxury, except perhaps in its cured form.” 

There are other chapters dealing with trade unions and 
Factory Acts, the views of the economists, money, banking and 
trade. It is unusual to meet with a discussion of other social 
classes than the agricultural labourer and the artisan, but Mr. 
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Welbourne devotes a chapter to postmen, policemen, teachers, 
clerks and shop assistants, and another to ‘‘ Modern Society.” 
Both text-books show considerable evidence of research on 
the part of their writers. They are valuable from the point of 
view of scholarly presentment and originality of handling, and 
both are vivid, real and interesting. Both may be highly 
recommended to teachers of students from fourteen to eighteen. 
Nor would they be unprofitable reading for older persons. 
L. C. A. KNOWLES 


Modern Economic History, with Special Reference to Australia 
(Workers’ Educational Association Series, No. 5). Published 
by the Workers’ Educational Association of South Australia, 
1921 (obtainable from Messrs. Macmillan in England). 
Pp. 288. 


Tis book deals mainly with the period after 1760, and its 
novelty lies in the fact that it is constantly instituting inter- 
national comparisons. It is also the only text-book known to 
me in which one can get the economic history of a self-governing 
colony treated as part of the general movement of the economic 
development of the world. The book would, however, be more 
properly styled the history of the main phases of the labour 
movement up to 1921, for sixteen out of the twenty-six chapters 
deal with industrial legislation, socialism, trade unions, syndi- 
calism, co-operation, profit-sharing and similar industrial 
problems. It is, as one would expect from the author of 
the History of the Yorkshire Woollen and Worsted Industry, a 
scholarly book, and shows evidence of wide international 
knowledge. Each chapter contains a list of books for further 
reference. One of its merits lies in the fact that five of 
its chapters deal with Australian agriculture, tariff history, 
trade unionism before and after 1890, and the state regulation 
of industry and wages in Australia, while in other chapters 
Australian trusts and experiments in public ownership are dis- 
cussed. As the University of London has just made “ The 
Economic Development of the Empire in the Nineteenth Century ” 
a compulsory subject for the Final Examination for the degree 
of Bachelor of Commerce, and as the modern Economic develop- 
ment of the Empire has not been written, this book will be of 
considerable assistance to the student for one part of the subject. 
Mr. Coghlan’s great work on Australia, in four volumes, does 
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not, unfortunately, go beyond 1900, whereas Mr. Heaton takes 
his subject up to and beyond the war. 

The book can also be recommended to students who 
require a useful historical account of the labour and socialist 
movements in various countries up to 1921. The book was 
planned for the Australian Workers’ Educational Association, 
and that perhaps accounts for the fact that working-class 
movements and socialist opinion are unduly stressed in a 
book entitled “‘ Economic History.” After all a history should 
chronicle actual accomplishment, and the accomplishments of the 
labour movement as compared, say, with the capitalist creation 
of railways, steamships, cables and electricity, have been small. 
Yet one would look in the index in vain for either “ railway ” 
or “‘ steamship,” a curious omission in the history of a country 
practically focused upon England from the very beginning for 
its markets and its capital. To such a country sea communi 
cations are its life-blood, whatever the views of its labour party. 
Mr. Heaton says in his Preface that he does not deal with public 
finance. But it cannot be left out of account in a country like 
Australia, which owes so much of her rapid economic develop- 
ment to England’s loans, and in which the indebtedness per head 
reached the enormous sum of £131 3s. 10d. in 1917-18 (Common- 
wealth Year Book, 1919, p. 798). L. KNOWLES 


The Industrial State. By M. D. Stocks, B.Sc. (London: 
Collins Clear Type Press. 1921. Pp. 319. Price 4s.) 


Mrs. Stocks has surmounted the difficulties of the text- 
book writer with remarkable success. She has produced an 
introduction to English economic history which is clear, ad- 
mirably proportioned, vivid and accurate. We begin with a 
glance at the Middle Ages. Though the Church forbad usury, 
and the Government thundered against engrossers, fore-stallers 
and regrators, we must not suppose that medieval life was all 
jam. Robbery and assault, fire, pestilence and famine make 
human life both insecure and uncomfortable. To understand the 
Middle Ages we must understand “ the structure of their economic 
life.’ This Mrs. Stocks should certainly help her readers to do 
by her altogether admirable twenty-page sketch of the manor 
and the gild, a miniature portrait of quite exceptional skill. 
Two chapters on the ‘“‘ Close of the Middle Ages ”’ and the “ Birth 
of a Sea Power ”’ carry us over the rise of the money economy, 
the Black Death and the legislation which followed and ignored 
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it, introduce us to the domestic system in the cloth industry, 
and show the relations of our island to a rapidly expanding world 
with a new scale of international values. Thus we are landed 
in the first ‘‘ Age of Paternalism,” concerning which the author 
sagely remarks, “‘ It is possible that some of our fatherly Tudor 
legislation was just a little grandmotherly.”’ 

As she approaches the modern age, Mrs. Stocks handles her 
subject well. Without belittling the importance of the In- 
dustrial Revolution she avoids giving the too common impression 
that history broke off sharply about 1762, to start again on quite 
new lines thereafter. She is cheerful, more cheerful than some 
of us would be, about the future of the Great Society, and dis- 
misses Malthus with an assurance that “his soul may rest in 
peace, for in spite of his grim apprehensions our food supply 
has more than kept pace.” In the chapter entitled “‘ The Great 
Society comes of Age”’ the “‘ problem of Labour and Capital ” 
is somewhat boldly disposed of in a single paragraph. 

There are naturally some omissions in this little book. For 
instance, we are surprised to find no mention of the invention of 
printing, nor any of the penny post. But these do not seriously 
impair the great merits of the book, which should be read by 
many more than the Continuation School pupils for whom it is 
primarily intended. An old story so remarkably well told is as 
well calculated to refresh the interest of the ‘‘ professional ”’ as 
to stimulate inquiry in the learner. 

BaRBARA WoorTtTon 


Government and Industry. By C. Detiste Burns. (London: 
George Allen & Unwin, Ltd. Pp. 315. Price in Great 
Britain, 16s. net.) 


Mr. Burns attempts, in his publishers’ words, to describe 
“the existing relations between the British Government and 
the industrial system and the tendencies that indicate (in the 
author’s opinion) the formation of an organised economic 
community.” 

The author appears to take a middle position in the con- 
troversy between “freedom” and “interference.” He rejects 
much of the reasoning of the laissez-faire school, and holds that, 
far from there being a necessary antagonism between the govern- 
ment and industry, ‘‘ what makes the British experience specially 
important is that the movement between government and industry 
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is mutual; for each is approaching the other, almost without 
losing its own vitality.” He appears also to hold, as do many 
of those who do not occupy an extreme position in either 
direction, that the function of the State in industry is normally 
rather to guide and supervise, than itself to undertake direct 
management. ‘Social organisation is actually based on the 
pursuit of a common good shared by individuals: and, in the 
economic sphere, this organisation is co-ordinated by the economic 
functions of Government.” 

He is careful to distinguish the purely governmental from the 
industrial functions of the State; and aims at excluding the 
former, except so far as their consideration is necessary to develop 
his main thesis. The dividing line, indeed, is sometimes difficult 
to draw. Mr. Burns, for example, treats education and public 
health as belonging purely to the governmental functions of 
the State, and concerned only indirectly with its industrial 
duties. But his insistence on the general distinction helps to 
fix clearly in the reader’s mind the limits of the State’s industrial 
sphere. 

Throughout the book the general idea is well worked out. 
The author shows carefully not only the cause and means of 
the State’s entry into industrial activities, but the corresponding 
approach of industry to government from the other side. In 
particular he draws attention to the quasi-governmental functions 
undertaken by industrial bodies, such as Joint Industrial Councils. 

There is an excellent opening chapter upon the “ Distinction 
between Government and Industry,” followed by two others, 
which deal with Administration as it affects industry, and with 
non-governmental industrial organisation. Subsequently, a 
separate chapter is devoted to show how each of the chief 
branches and problems of industrial life are affected by Govern- 
ment action: as, for instance, hours and conditions; wages; 
unemployment; and foreign trade. There are also chapters on 
“The Government and War Controls,’ and on ‘“ Communal 
Enterprise.” The final chapter, on the “ State and Economic 
Life,” treats first of the change in the machinery of government, 
which has arisen from the more extended entry of the State 
into economic life, and, secondly, of the alteration of the dominant 
social motive. In regard to the latter, the author sees the 
beginnings of a “‘ reorganisation of economic life on a basis of 
common good, as contrasted with contending individual 
interests.” 

It will be seen, therefore, that the book covers a wide field; 
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and it is well worked out in outline. Really detailed treatment is 
not given, for the space available does not allow the author to 
cover so wide an area very fully. But his work provides an 
interesting introduction to the subject, and a starting point for 
the students who desire to take it up in more detail. The 
general treatment is sensible and accurate, though the details 
are not always above criticism. In certain instances, also, the 
comments of the author seem one-sided, as, for instance, in 
dealing with the safeguards against the abuse of relief work 
(p. 134); and in the strictures upon the medieval Statutes of 
Labourers, the fact seems to be overlooked that these in many 
respects were honestly based on the prevailing moral ideals of their 
age. Nevertheless, Mr. Burns has done a piece of work which, 
without rising to great heights, is certainly useful, and may well 


prove a valuable introduction to further inquiries. 
N. B. DEARLE 


The Nature and First Principle of Taxation. By RoBert JONEs, 
B.Sc. (Econ.), with a Preface by SipNEY Wess. (London: 
P. S. King. 1914. 8vo. Pp. xvii + 299. Price 8s. 6d. 
net.) 


Taxation: Yesterday and To-morrow. By Rosert Jones, D.Sc. 
(Econ.). (London: P. 8. King. 1921. Small 8vo. Pp. 
147. Price 3s. 6d. net.) 


THE first of these two volumes appeared just before the War. 
It is a thesis for a doctorate, and is a restrained and industrious 
essay compounded secundum artem with “a list of more than a 
hundred quotations, set out chronologically, of the views of the 
economists, politicians, and philosophers on the principles of 
taxation.” As to the Nature of Taxation, we are told that it is 
a compulsory payment to the State, irrespective of any definite 
or measured services rendered or to be rendered. Its First 
Principle is Economy. The man of affairs may be excused a 
little irony if he observes that he has all along suspected taxation 
of being compulsory and divorced from any definite service—nay, 
even in some cases associated with definite disservice—and asks 
what is the outcome of the First Principle and how it marches in 
practice. 
Taxation: Yesterday and To-morrow descends into the arena 
of politics. The author quits the academical aloofness of his 
first essay to write a popular manifesto on public finance. His 





Wi 


us 
wl 
dr 
ur 
sc 


W 





1] 








1922] JONES: FIRST PRINCIPLE OF TAXATION 93 


scholarship is less in evidence. He describes the Wealth of 
Nations as “a Free-trade tract.’ Others have said so before 
him, but seldom when they have read it or have any credentials 
as judges of economic literature. The attribution to Eugéne 
Daire of Quesnay’s well-known maxim, ‘“ pauvres paysans, 
pauvre royaume: pauvre royaume, pauvre roi,” is rather sur- 
prising. A table of successive increases in Death Duties shows 
a high-water mark of 28 per cent. in 1920. As Dr. Jones pro- 
poses drastic changes in the Estate Duty, he should have been 
careful enough to set out the fact that the present maximum 
rate was fixed at 40 per cent. in 1919. 

Detailed criticism is hardly necessary when we come to the 
scheme of reform—the taxation of to-morrow. We are advised 
to budget for ten years ahead, to raise a revenue of 2000 millions 
each year, to levy the new taxes upon unproductive surpluses 
and the upper portions of large incomes by direct taxation, and 
to increase the Estate Duty to such a pitch that in no case is 
more than £10,000 to be left as inheritance. When the House 
of Commons is prepared to commit suicide it may be disposed to 
accept a ten-year Budget, and when the authorities are able to 
budget for twelve months ahead without seeing all their estimates 
upset it will be time enough to think of a ten-year forecast. No 
great foresight is needed to envisage the situation when we shall 
pay every year in taxes and rates (rates seem to be forgotten 
in the scheme) more than the whole annual income of every man, 
woman and child in Great Britain—Ireland now excluded. It 
is to be presumed that Government will feed, house and clothe 
us in the first year; but, as the Russian doctrinaires have found, 
when the State seizes private wealth the sources of taxation run 
dry. One year out of the ten is enough to produce chaos and 
unbearable distress. We are confidently told that there is no 
scientific case against the abolition of inheritance over £10,000. 
We have not so learned science. 

The long and short of it all is, that though indignation may 
make verses—and possibly good verses—it makes bad finance. 
Anger is a bad counsellor, and vindictive taxation has never yet 
been justified by results. There is the question whether you do 
well to be angry, the difficulty of finding an effective method of 
carrying out your intentions, and the probability that even 
if these obstacles are surmounted, you will pay too much for 
your whistle and be forced to desist from an impracticable policy. 
The Park orator may assert that if there were no very rich there 
would be no very poor, and that to abolish poverty you must 
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cut off the heads of the tall poppies. A D.Sc. (Econ.) ought 
to know better. The child complains when it is always jam 
yesterday and jam to-morrow, but never jam to-day. We 
may take comfort that Taxation: Yesterday and To-morrow 


will never be taxation to-day. 
Henry Hices 


Inflation et Déflation. Par Yves-Guyor et ArTiuR RaAFFALo- 
vicu. (Paris: Félix Alcan. 1921. Pp. viii + 278. Small 
8vo.) 


THE dominant purport of this vivid sketch is, we gather, 
not so much to delineate and present aright what is new, though 
that aim is included, as to recall and impress what is old. The 
authors repeat, in fact, a tale told frequently before, which has 
unfortunately as often been forgotten, and once more, in recent 
years, with a like result. There are indeed some fresh incidents, 
but most is, unhappily, familiar; and similar causes have again 
had no dissimilar effects. 

In a short first section certain “‘ elementary ’’ notions about 
money are deftly emphasised for the benefit of the lay public 
at a juncture when those more authoritatively placed and ex- 
pertly trained, who “should” have opposed “ inflation,” have 
yielded to the subtle infection of ‘‘ error’ on the character of bank- 
notes and the nature of exchange. The next hundred pages 
are filled with a comprehensive picture showing the dry search- 
ing light shed by calamitous experience, monotonously reiterated 
in well-nigh the self-same sombre guise, or disguise, on each 
occasion, of “inflationism ”’ in the past. Yet the stern lesson, 
grimly taught, was overlooked, or unheeded, or thrust aside, by 
belligerent nations in the testing period of the recent war, and, 
even more recklessly, or fatalistically, by some in that succeeding 
the armistice; and in their third section our authors pass no 
unmerited censure on the behaviour in these eventful and dis- 
tressful times of France, Germany, England, the United States 
and Russia. The scale of their misdoing may have differed; 
and more than one of possible instruments was utilised in varying 
measure by the countries concerned, including, we may add, 
neutral nations. But, without exception, they have earned the 
general condemnation here pronounced. They have _ been 
responsible for ‘ inflation.” 


ce > 


They might indeed plead the plausible, if not sufficient, 
excuse of hard necessity, or they might set up the more specious 
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defence that, as they conformed to what was in effect a world- 
movement, they could not, by standing out, have stopped the 
origination, or avoided the results, of imprudent act. But in 
most, if not all, cases they cannot claim a verdict of “‘ not 
guilty’ or ‘“‘not proven” on the special charge brought here 
by MM. Guyot and Raffalovich of infelicitous recourse to a 
“ forced loan ”’ by the issue of “ inconvertible paper.” On this 
count, though not on “ inflation,’ the United States alone of 
the five countries mentioned previously seem entitled to acquittal 
with, it may be, a “ caution.”” Our own Government, whose 
sin was less unblushing in intention than that of other countries, 
and whose modus operandi has been more circuitous, must never- 
theless be adjudged to have got part of the enlarged credit, which 
it forthwith employed, by this dubious means; and the Prime 
Minister, we hold, was skating across ice of extreme tenuity when 
he boasted lately that we had not transgressed on that treacherous 
quicksand of “inflation of the currency ”’ in which Continental 
nations were floundering, and sinking deeper out of reach of 
firm ground. Lord Cunliffe’s Committee has mapped England’s 
slow route to a goal to which, as this book demonstrates, Russia 
under Lenin, attaining “le dernier degré de l’inflation dans la 
monde,” passed with lightning speed. 

A brief fourth section discusses “ déflation,”’ the direction 
in which we may now be supposed to have set our face with 
dour resolve and may boast that we have led rather than followed 
in the track of European currency-handlers, although it must be 
remembered that the antidote cannot wisely or securely be 
administered to the sick patient with the short-sighted haste 
and deadly ease of the original poison. The cure, which is 
painful, should be gradual. In a final section our authors deal 
faithfully with inflationist ‘“‘ sophisms,”’ where the inclusion of 
tainted opinion spread by protectionists may be connected with 
a pet aversion which they would not, we imagine, be careful to 
disown. 

The appearance of this spirited lucid essay is, as we have 
hinted, not inopportune. It was well worth the while of MM. 
Guyot and Raffalovich to bestow pains on pressing home the 
moral drawn from past history and confirmed by late experience. 
Of all ‘‘ forced loans ”’ inconvertible paper money is the “‘ worst,”’ 
and the manufacture of credit done during the war amounted, 
by its mischievous influence on prices, to indirect taxation of the 
people. It is true that there is room for fair argument whether, 
in British experience, for example, the supply of additional 
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currency was not a necessary sequence of the credit operation 
that must be held primarily responsible for the ills and suffering 
of “inflation.” That facile mode of furnishing ‘‘ ways and 
means’ to driven Ministers, faced by the formidable task, 
admitting neither of delay nor respite, set by the huge cost of 
modern warfare on the grand scale, is a new feature distinguishing 
the recent struggle from its predecessors; and the “‘ rotatory ” 
(or, in the expressive French, the “ giratoire’’) movement, 
which is the device of contemporary banking, seemed, during 
the war, to offer almost limitless possibility of raising the big 
funds required without unconcealed taxation, or straightforward 
borrowing of savings, got from the contributing or subscribing 
public. The aftermath accompanying the armistice and peace 
has rendered disagreeably obvious the inwardness of such finance. 
Its final impassable boundaries and its postponed but inevitable 
consequences have been too plainly demonstrated to be neglected 
or misunderstood. But nevertheless our authors, while, appar- 
ently, they indorse Dr. Cannan’s characteristically positive 
exhortation to burn the paper pounds and ten-shillings that we 
owe to the “ profiteering’ of the Treasury, are sensible that 
“inflation ’” is a term which demands the long, full definition 
or description they themselves supply, embracing an extra- 
ordinary multiplication of banking deposits, against which 
cheques are drawn. Their attitude here is rightly broader, while 
in their general treatment they may be inclined to emphasise 
too narrow what is a prominent symptom rather than sole 
proof of the underlying malady. The issue of inconvertible 
paper is fastened upon by them as by others; and we are not 
sorry, for it is the common and plain incident of conduct, of 
which continuing recognition of the need for a gold ‘‘ backing ” 
serves as wholesome restraint. 

Of the vice of “ inflation ’’? MM. Guyot and Raffalovich enter- 
tain no doubt. With French neatness and point the distorting, 
mystifying atmosphere thereby spread is pithily described by 
them as a situation in which we witness ‘‘ Gladstone battu par 
John Law.” L. L. PRIcE 


ce 


Finanzwissenschaft. Von Dr. Bé&ta Foétprs. (Jena, Verlag 
von Gustav Fisher. 1920. Pp. 686.) 


Dr. Brita F6upEs, in this work, covers as adequately as a 
text-book permits the whole ground of Public Finance. His 
treatment of the subject, which is both historical and analytical, 
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is so impartial and cautious that the book evokes little criticism. 
It investigates in a thorough manner British financial legislation 
and policy down to almost the termination of the World 
War. 

Throughout the book he emphasizes the political side of 
taxation, both from the national and international points of 
view, and gives many instructive instances of the mutual in- 
fluence of politics and finance, e.g. the favourable effect on the 
Franco-Russian friendship, in 1887, produced by Bismarck’s 
policy of the sale of Russian securities which had been issued 
in connection with the loan that had been taken up by the 
“ Preussische Seehandlung ” in 1884 (pp. 594-595). 

He points out in the introduction (p. vii) that the war has 
brought into prominence the social aspect of private property, 
and the extent to which it is dependent on society for its develop- 
ment, and on good government for its maintenance. ‘‘ The 
State and the individual must accordingly be regarded as two 
different aspects of the same phenomenon. They both form 
one whole. Only by this fact being brought to the conscious- 
ness of every one will the fear be suppressed that supporters of 
just and rational taxation will be pushed aside through the 
pressure of necessity.” He believes that nations will be in a 
position to pay interest on the colossal war debts provided they 
submit to great privations and make great efforts. 

In Chap. I. Bk. II. he discusses at length the problems of 
the Budget, and after duly weighing the arguments for and 
against Net and Gross Budgets respectively, he decides in favour 
of the Gross Budget. In Chap. IV. he throws a comparatively 
new light on the right of Parliament to reject the Budget. This 
has a particular interest nowadays in view of the growing pre- 
tensions of Cabinets to regard Parliament only as a registering 
body. 

With reference to the Comptroller and Auditor-General in 
England he states (p. 82) : ‘‘ He has the right of preventive control, 
though this right is much impaired by the fact that (1) he is 
an organ of the Government while he ought to be an organ of 
Parliament, (2) that his staff is appointed by the Treasury.” 

He discusses fully the problems of State expenditure: a 
department of the subject of Public Finance which he thinks 
has been neglected by most writers. With regard to the growing 
burden of State pensions in some countries, he asserts that this 
increase is largely caused by many officials retiring on pensions 
in the full possession of their health and business efficiency. 
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Though he gives many valuable statistics of, and much 
information on, loans, taxes, etc., yet he attempts no thorough 
analysis of their underlying principles, nor of the issues which a 
Finance Minister ought to have before his mind when considering 
the proportion he ought to maintain between loans and 
taxes. 

In the two chapters in Bk. IV. he discusses with impartiality 
and very comprehensively the arguments for and against pro- 
gressive taxation. He considers that the principle of ability 
to pay is sufficient justification for progressive taxation. His 
remarks on the relation between progressive taxation and the 
distribution of incomes are suggestive of very important issues. 
He asserts that “progressive taxation has only important 
significance when great disparities show themselves in the 
material conditions of the citizens.” 

His discussion of a levy on capital to wipe out a portion of 
the war debt is brief and somewhat one-sided, as he does not 
set forth the many arguments that have been alleged in its 
favour. He seems to assign too much importance to the argu- 
ment that it will be a precedent for many future levies and that 
this fear will decrease the incentive to save. Though he sets 
forth Ricardo’s arguments in favour of a levy, yet he quotes 
mostly the authorities that are hostile to it; and, further, with 
regard to Ricardo, he states that Ricardo himself doubted 
whether such a levy could ever become practical politics, as the 
virtue and wisdom requisite for the realization of this policy 
are scarcely to be found. 

In Chap. V. Bk. V., which deals with war taxes, he refers to 
the 50 per cent. income tax for the highest incomes, and the 
80 per cent. tax on Excess Profits as being extraordinary, and 
justified only by the colossal costs of the war. In fact, he says 
(p. 531): “It is really questionable if we can speak here of 
taxes; but rather with much more truth have we to do with 
confiscation.” 

In discussing Adam Smith’s Canons of taxation, he shows 
that general principles of taxation were established much earlier ; 
that Adam Smith’s Canons cannot be spoken of as a scientific 
discovery; and that only the first Canon can be regarded as a 
general principle: the other three are only useful maxims. 

The book throughout is most readable, and is written in a 
simple and interesting style. It well merits a careful perusal 
by students of Public Finance and Administration. 

T. A. Smippy 
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The Economics of Tenancy Law and Estate Management. By 
H. Srantgey Jevons, M.A., B.Sc. (Allahabad. 1921. 
Pp. 114.) Price 81/8. 


Tuts bulletin of the Allahabad University reproduces the 
substance of a course of lectures on the Indian land problem. 
It is interesting to get the views of a distinguished English 
economist on that intricate question, and Mr. Stanley Jevons 
is entitled to a respectful hearing, because his occupation of the 
Chair of Economics at Allahabad for seven years has given him 
the opportunity of studying it on the spot. Naturally he has 
concerned himself chiefly with the law of landlord and tenant 
in the United Provinces of Agra and Oudh. 

He realises that ownership in the English sense does not exist 
in India, because there the State has always asserted its title as 
overlord, and claimed as such a share of the produce. He has 
seen that in many parts of India ownership is further limited by 
the existence of a privileged tenancy, and this he regards as an 
unfortunate feature of the land tenure. 

The first settlement officers were confronted with warring 
claims and very difficult questions when they drew up their 
Doomsday books. 

In Bengal under the permanent settlement of 1786 large 
estates were recognised as the normal type of landed property. 
The Government’s declaration that measures would be taken to 
protect the tenants remained a dead letter for three-quarters of a 
century, and was only imperfectly carried out when the Rent 
Act of 1859 was at last passed. In Oudh the first settlement of 
the question was cancelled after the Mutiny, and large estates 
more or less on the Bengal model, with the talukdars as their 
owners, were recognised as the prevailing form of tenure. But 
here subordinate rights were not neglected. Such peasants as 
had originally been recorded as proprietors were given fixity of 
tenure at favourable rates of rent, their tenure being heritable, 
but not transferable. By a further compromise tenants in 
possession in 1886 were converted into leaseholders for seven 
years. Any increase of rent at the end of the term was limited 
to 6} per cent. whether the old tenant remained in possession or 
a new leaseholder was put in. This provision was often de- 
feated by the exaction of a large premium. In the Panjab the 
actual cultivators with holdings ranging as a rule from five to 
fifteen acres were usually recorded as proprietors. Large estates 


are not common and protected tenants form a comparatively 
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small class. In respect of its tenures Agra lies midway between 
Oudh and the Panjab. As compared with the latter it has 
many more landlords in possession of estates cultivated mainly 
by tenants, of whom many have fixity of tenure or “ occupancy 
rights,’ which are acquired by twelve years’ continuous occu- 
pation. Thus as regards a large part of his land the owner’s 
hands are often tied, but most proprietors have more or less which 
they can cultivate direct or let to tenants at will. In some parts 
of Agra peasant owners of the Panjab type preponderate. The 
extreme cases are unburdened peasant ownership and _ large 
estates in which none of the land is tilled by protected tenants. 
Conditions in Southern India are much nearer to the Panjab 
than to the Oudh type. 

The question which of the two is more advantageous has a 
political as well as an economic side, but the author is only 
concerned with the latter. He has no doubt that small holdings, 
by which he means those below fifty acres, whether in the hands 
of peasant owners or privileged tenants, are uneconomical in 
India. He warns us not to be misled by the “‘ apparent success ”’ 
of this form of tenure in Europe, for Western countries import 
a considerable part of their cereal food. Wheat-growing is not 
suited to small farms, a statement hardly applicable to India, 
where the Panjab, the home of the peasant owner, is a great 
wheat-growing, wheat-eating, and wheat-exporting tract. But 
in Europe the small holders can devote their attention to market 
gardening. Moreover, they are sufficiently intelligent really to 
benefit by co-operation. India, on the other hand, will always 
have to grow its own food, while at present its crop yield is less 
than half that of which the land is capable. Whether as an 
abstract proposition this is true or not, the fact remains that the 
peasant of Northern India is very often a good practical farmer, 
and that a great deal of the land is well cultivated. Nor will 
the statement that he is too backward and ignorant to make much 
use of co-operation be accepted without demur. Co-operation 
has, in fact, made a promising start, though it would be folly 
for its advocates to claim that, in attacking by its means a huge 
problem, they have so far done more than reach the outworks. 
Mr. Stanley Jevons points out that the rural population is very 
dense, and the standard of living very low, and, so far as large 
parts of the United Provinces are concerned, both statements 
are true. Any improvement in the standard of living will, he 
holds, be rapidly nullified by a further increase of mouths. In 
all discussions about pressure on the soil and morcellement in 
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India there is a tendency to exaggerate the increase of popula- 
tion, which is much slower than in England. That of the United 
Provinces is no greater to-day than it was thirty years ago, not- 
withstanding the increase of resources. But it is quite true that 
the rural population is redundant. The author’s conclusion is 
that it is useless to expect that small holders can be effective 
agents in improving cultivation by sinking wells and adopting 
new implements, or better types of crops and cattle. 

He is confident that ‘the agricultural organisation most 
appropriate to the stage of social development in India is the 
landlord and tenant system with fairly large estates, and a 
certain number of large farms worked by gentlemen farmers.” 
The landlord is to exercise ‘‘ his proper function as guide, philo- 
sopher, friend, and master of his tenant.” A rural economy 
more or less on English lines is advocated. The big landlord 
must be taught to sink capital in improving his land and to 
raise the standard of cultivation by introducing better strains 
of cattle, better seeds, and better implements. To assist him 
to fulfil these functions it should be made possible for him to 
buy out subordinate rights, to enforce exchanges, and to charge 
rents approaching the economic standard. He cannot replace 
bad tenants by good ones if his powers of ejectment are unduly 
restricted. Mr. Stanley Jevons is of course anxious that the 
tenant should be secured against abuse of these powers, and 
makes proposals with that end in view. 

Confessedly “‘ only a few landlords realise the position they 
should occupy in the agricultural economy.” But it is the 
business of Government to train them for their high task, and 
in the case of those who refuse to respond, to take over their 
estates for direct management. In really bad cases the State 
is even to have power to sell the property. In all cases it must 
after a time insist on landowners only employing as their agents 
persons possessing a diploma of estate management to be ob- 
tained by two years’ training at an Agricultural College. It may 
be remarked in passing that this last provision would be evaded 
with the greatest ease. 

Obviously Mr. Stanley Jevons has been much influenced by 
his knowledge of the great part landlords in the past played in 
the improvement of English farming. But a landlord and tenant 
farmer system under which, in the half-century between 1872 
and 1913, the arable land in England declined by 25, and the 
wheat area by 50 per cent. can hardly claim to have been wholly 
successful. Before the War nearly half of the agricultural land 
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in Germany was occupied by holdings of less than fifty acres as 
compared with less than one-sixth in England. No one who 
studies Mr. T. H. Middleton’s official report on the Recent De- 
velopment of German Agriculture is likely to find himself in 
agreement with Mr. Stanley Jevons’ view of the limited possi- 
bilities of peasant farming encouraged, as in Germany, by 
enlightened State action in promoting co-operation and agricul- 
tural education. Starting in 1885 far behind England, Germany 
in twenty-five years more than made up all the leeway, and in 
about a quarter of a century took the first place as regards the 
acreage yield of barley and oats, and brought its out-turn of 
wheat quite up to the English level. Yet on the whole Germany 
has a poorer soil and climate than England. In comparing 
German and Indian conditions it must, however, be remembered 
that the German peasant holding is on the average much the 
larger of the two. 

It may be admitted that, if we could ensure an unfailing 
succession of landlords of the type desiderated by the author, 
his view would be justified. State machinery is incapable of 
enforcing good management by the means suggested, unless 
careless and selfish landlords are rare exceptions. It is ex- 
tremely unlikely that large Indian landowners will ever play 
the leading réle set for them. Mr. Stanley Jevons admits that 
the money-lender who buys out the tenant farmer, and the pro- 
fessional man who invests his savings in land, is a bad landlord. 
But it is also true that the landlords of an older and better type 
have been content to be rent receivers. This does not mean 
that they have always treated their tenants harshly. On the 
contrary, many of them have shown moderation and kindly 
feeling. But generally speaking they have displayed no in- 
clination to devote attention to the improvement of their estates, 
and this is not denied by the author. The Bengal landowners 
were put in the position he thinks most favourable for agricul- 
tural progress, and for very many years were free from all checks. 
But the latest authority, Mr. F. D. Ascoli, declares that ‘“ there 
is nothing in the contemporary accounts nor in the subsequent 
history of management to show that the extension of cultivation 
was in any way due to the efforts of the proprietors.” No man 
had a profounder knowledge of the question in Agra and Oudh 
than Sir Duncan Colvin Baillie. He stated emphatically that, 
while there are improving landholders, “ the great bulk of the 
improvements in the Agra province has been carried out by 
occupancy tenants.” His advice as to Oudh was the opposite 
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of that given in these lectures. All Panjab experience shows 
that there too it is the little farmer who makes the ordinary 
improvements such as well-sinking. In the small district of 
Jalandhar the peasant owners constructed nearly 7,000 wells 
in the quarter of a century or less that elapsed between the second 
and third settlements. Neither there nor elsewhere are they 
unready to adopt such improved implements as are within their 
means. The general use of a new type of sugar-mill is a case in 
point. They are hampered by want of capital and the small- 
ness and scattered nature of their holdings. The development 
of co-operation is doing something to meet the former difficulty. 
For the latter it is hard to find a remedy, but the matter is too 
serious to be put aside. Indebtedness is the canker of small 
tenures. Co-operative credit and drastic legislative restrictions 
on sale and mortgage, such as have been so beneficial in the 
Panjab, are the only remedies. The wisest policy for the Indian 
Government is to follow the path trod by the rulers of Germany 
in promoting co-operation and agricultural education. Ex- 
penditure on the latter and on agricultural research should have 
for its chief aim the meeting of the needs of small farmers. Land- 
lords and their agents should certainly be encouraged to attend 
agricultural colleges. Such of them as acquire the requisite 
knowledge have sufficient lands free of rights to play their part 
in the advance of Indian farming, imitating the intelligent and 
well-educated large proprietors of Germany, who have often been 
the pioneers of agricultural improvement. The best chance of 
relieving pressure on the soil lies in the development of village 
and factory industries, care being taken as regards the latter to 
secure such housing and other conditions as will prevent the 


further growth of slum populations in Indian towns. 
J. M. Dovute 


Land and Labour in a Deccan Village (Study No. 2). By Haroip 
H. Mann, D.Sc. (Oxford University Press. Pp. 182.) 


Dr. Mann’s account of the rural economy of the Deccan 
village of Pimpla Saudagar was reviewed in the Economic 
JouRNAL of December 1918. It was too near Poona to be a 
truly typical estate, and Dr. Mann has supplemented his first 
study by one of another village lying twenty-five miles east of 
that town. Though some of its people find work in Bombay 
for a considerable part of the year, the village is remarkably 
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self-contained. The chief crops grown, the two millets and 
pulses, are consumed locally. The area put under wheat, the 
only grain sold, is usually quite small. No cotton is raised. The 
soil is generally shallow and poor, the rainfall is very capricious, 
and the variations from year to year in the area sown and the 
yield per acre are large. 

Much of what was said in the former review applies also to 
this study. Where Dr. Mann and his assistants are dealing 
with facts capable of exact statement their work is admirable. 
When they proceed to estimates of out-turn and income, and 
draw inferences from these as to the economic condition of the 
people, they are on slippery ground. Their conclusions are so 
remarkable that it will be well to state them before discussing 
the reliability of the estimates on which they are based. A 
balance sheet gives the income of the 147 families as Rs. 24,963, 
of which Rs. 15,802 is derived from land, and the expenditure 
as Rs. 38,976. In other words, in a normal year the village can 
only earn 64 per cent. of the cost of living. ‘“‘ Necessary family 
expenditure,” in the estimate of which there is nothing extrava- 
gant, accounts for Rs. 32,221 out of Rs. 38,976. Of the neces- 
sary expenditure, over 70 per cent. consists of the cost of food. 
The table on p. 133 indicates that 85 per cent. of the families 
are insolvent, their incomes being only equal to 514 per cent. 
of the sum required for decent subsistence on the most modest 
scale. Such conclusions are bound to excite doubt. Were they 
true the people would be half starved and in rags, and, if the 
village was not actually deserted, its inhabitants would be spirit- 
less fatalists. But we are not told that there are any outward 
signs of grinding poverty, and the investigators were “‘ astonished 
at the energy shown by the people in maintaining and improving 
the land,” as illustrated by the wholesale introduction of im- 
proved iron ploughs, the sinking of new wells, the planting of 
orange gardens, etc. The clothing of the people is better than 
in Pimpla Saudagar, whose economic condition was somewhat 
less desperate. Ordinary village land should be valueless, but 
it changes hands freely at Rs. 30 an acre. Yet, if we accept 
the calculations, a landowner employing hired labour loses in a 
normal year 9 annas an acre on the two crops which cover 90 per 
cent. of the area. 

Dr. Mann estimates the income from land by attempting to 
determine the average profit which a cultivator who tills his 
holding entirely by his own labour and that of his family earns 
per acre. The figures he adopts are given in a table on 
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page 94, and by these he multiplies his assumed normal crop 
area Of 2,192 acres. It is doubtful whether the process is 
a correct one in the case of a village which consumes nearly 
the whole of its own produce. But, assuming it to be so, 
the accuracy of the result depends on the capacity of the 
observer to determine rightly four factors: the cost of culti- 
vation per acre in the case of.a man tilling his own land, the 
normal out-turn per acre, the normal prices, and the normal 
area. In the case of the two crops occupying nine-tenths of 
the area, Dr. Mann puts the labour cost (men and bullocks) to 
the self-cultivating landowner at Rs. 53 per acre, but we are 
not told exactly how he arrived at that figure. As regards the 
other three factors, he takes the results of 1917-18, which he 
considers to have been a normal year. So far as crop area is 
concerned the assumption is more than justified, but the native 
officer in charge of the tract does not appear to have considered 
the yield as equal to that of an average harvest (pp. 63-64). 
The rates of out-turn assumed for the two chief crops, bajri 
mixed with pulses, and jowar mixed with safflower, are respec- 
tively 180 and 150 Ibs. per acre. These were determined partly 
as the result of experiments conducted by an unsafe method of 
threshing and weighing sample bundles, and partly by a com- 
parison of the results with the figure given by the people for an - 
average crop. The only safe way of conducting crop experi- 
ments is to select to the best of one’s ability average fields, and 
thresh and weigh the whole of the produce. No experienced 
revenue Officer in India would accept Dr. Mann’s estimates of 
yield as normal without a great deal of proof. The official 
estimates for the Poona district as a whole are 340 lbs. for bajri 
and 500 Ibs. for jowar. In the Panjab, where, owing to the 
prevalence of grain rents, special attention has been paid to 
produce experiments, the lowest estimates for any district for 
bajri and jowar are 330 and 420 lbs. respectively. Dr. Mann’s 
own estimates for the out-turn of the two crops in Pimpla Sauda- 
gar in 1915-16 were, bajri and pulse 484 lbs. and jowar 400. 
Pimpla Saudagar has a better soil than the village now reported 
on, and 1915-16 was a better year than 1917-18. But unless the 
latter was an abnormally bad year the discrepancies are unaccount- 
able. On the other hand, the prices adopted for these two crops 
seem unduly favourable. In Pimpla Savdagar Dr. Mann valued 
bajri at 14 seers (28 lbs.) and jowar at 12 seers (24 Ibs.) the rupee. 
In this remote village, where prices should normally be low, they 
are valued at 18 and 20 lbs. respectively. The official returns 
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of wholesale prices for the Poona district are much above those 
of any other Bombay district, probably because they represent 
those prevailing in the market of the district headquarters, 
which is a cantonment and a popular summer resort. But even 
these figures are much lower than Dr. Mann’s. There is reason, 
therefore, to regard the estimates with suspicion, quite apart 
from the difficulty in reconciling the inferences drawn from them 
with the actual state of the people. Nevertheless the study is 
a valuable contribution to our knowledge of the economic con- 
ditions prevailing in the Deccan districts, which have often been 
a source of anxiety to the Indian Government. 
J. M. Dovre 


Rural Reconstruction. By Henry W. Wotrr. (London : Selwyn 
& Blount, Ltd. 1921. Pp. 363.) 


In dealing with a work of this kind, written by an authority 
of acknowledged pre-eminence, the task of the reviewer is to 
write an appreciation rather than attempt a criticism. This 
task is all the easier inasmuch as the present writer finds himself 
in complete agreement with all the more fundamental positions 
assumed by the author. Before proceeding to indicate and 
underline some of these positions, it might be permissible to 
remark that in some respects the book is not “ felix opportuni- 
tate’ of its appearance. It was evidently written at a time 
when “‘ Reconstruction ” was in the air, and hope ran high in the 
hearts of enthusiasts for agricultural regeneration that rural 
reconstruction would be proceeded with, and proceeded with 
along right lines. The author of this book finds himself in the 
position of an acknowledged specialist whose careful diagnoses 
and elaborate recommendations for the treatment of his patient 
have been ignored, while the patient dies from neglect, or is the 
victim of the ill-considered remedies of quacks. But “ littera 
scripta manet.” In the saner politics of the (let us hope) near 
future this book will become the vade-mecum of rural reformers in 
England, and we trust that Mr. Wolff will live to belie the 
statement that “‘a prophet is not without honour save in his 
own country.” 

There are many lions in the path of rural reconstruction in 
England. The land system, admittedly out of date, leads to bad 
farming and is only less injurious than a system of land nation- 
alisation involving the bureaucratic control of agricultural pro- 
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duction would be. Agricultural education, or rather the educa- 
tion of agriculturists of all ages and both sexes, requires a 
thorough overhauling, and above all a “ rural atmosphere ”’ must 
be provided in the country schools. Too long has the rural child 
been “ magnetised with the urban magnet.” The Whitehall 
elephant has useful and important work to do, but the English 
Agricultural Organisation Society must be allowed to hatch out 
its own co-operative chickens. The movement must include small 
farmers as well as large, and must seek to establish a right under- 
standing not only with the State, but with the very successful 
Consumers’ Co-operative Movement. Adequate credit facilities 
on a co-operative basis must be provided for the financing of 
agricultural production. By means of a system of long-term 
land mortgage credit colonies of land settlers might be established 
on an ownership rather than a tenancy basis, and deserving 
agricultural labourers would find the chief obstacle to their 
acquisition of land removed. In Mr. Wolff’s opinion the social 
and economic advantages of ownership over tenancy are decisive 
in the case of small or medium-sized holdings so long as the land 
settler is not required to lock up in the purchase of land the 
capital that he requires for its efficient cultivation. 

To deal only with one or two of these points. It is refreshing 
to read the robust criticisms of the English system of land tenure 
made by Mr. Wolff when one has fresh in one’s mind the rather 
complacent attitude to it of the last generation of orthodox 
economists. The nation can no longer rely on efficient service 
by a trinity of landlords, tenants, and labourers, each set pursuing 
a rival and not very enlightened self-interest. Causes of friction, 
whether they are the result of the relics of feudalism, or of the 
purely cash nexus between farmer and labourer and of the system 
of “ tied cottages,’ must be eliminated, and satisfactory working 
and living conditions must be provided for all who live by their 
work if the foundations of the rural community are to be well 
and truly laid. Mr. Wolff rightly insists that agriculture is a 
life as well as a business, and that, however favourable economic 
conditions may be, it cannot flourish unless social conditions give 
variety and interest to life on the land. If the co-operative 
organisation of agriculture in its various aspects is necessary in 
order to put the business of agriculture on a sound economic 
basis, it is even more important because of the moral and intel- 
lectual qualities that genuine agricultural co-operation evokes, 
and because of the vigorous and stimulating ‘‘ community life ”’ 
which the experience of other countries has proved to be a natural 
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corollary to the higher organisation of farmers on a co-operative 
basis. 

A reformed system of education inits various aspects must play an 
important part, and in this matter the responsibility rests primarily 
on the State. ‘‘ For the prosecution of education the State need 
not stint public money.” Let the Geddes Committee take note. 

Mr. Wolff has studied consumers’ as well as producers’ co- 
operation. Those seeking to establish a right relationship be- 
tween the English Agricultural Co-operative Movement and the 
Consumers’ Co-operative Movement will find his book more 
informative and suggestive than the recently published work on 
the ‘Consumers’ Co-operative Movement,” by Mr. and Mrs. 
Webb. The latter regard agricultural co-operation as a part of 
the “ Capitalist System,” and, without stopping to inquire whether 
the so-called “ profits” of agriculture normally amount to more 
than a fair reward for services rendered, quietly ignore the funda- 
mental community of interests that exists between farmers and 
urban workers, and claim economic sovereignty everywhere for 
the consumer. 

General economic conditions favour smail holdings and the 
intensive cultivation of the soil for the production of fruit, veget- 
ables, potatoes, milk, eggs, butter, bacon, and the various other 
articles for which the teeming population of urban England 
affords an inexhaustible market. But intensive cultivation 
requires a relatively large capital; there are obstacles both 
financial and social to the multiplication of small holdings; and 
isolated small holdings are uneconomic. For mutual help and 
co-operation in production, purchase of raw materials, grading, 
standardisation and marketing of produce, small holdings must 
be created in groups, and the members of these groups must work 
together as organised self-conscious entities for these and other 
purposes. For the provision of working capital a network of 
co-operative credit societies, organised on the Luzzatti system 
or a modification of it, is the obvious machinery. Apparently 
nothing of the kind exists as yet in England. The financial 
obstacle to the multiplication of small holdings, preferably on an 
ownership basis, can be got over by the creation of land mortgage 
credit institutions, and here again the co-operative principle can 
be adopted. Mr. Wolff describes the constitution of many such 
institutions in Germany and elsewhere, but he may not be aware 
that, for the solution of a similar problem, a Land Mortgage Bank 
has been successfully inaugurated in Ireland. The “ National 
Land Bank ” was established early in 1920 with a paid-up capital 
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of over £200,000. It consists of (a) Ordinary Members—that is, 
private individuals whose share-holdings are limited to £200 each ; 
and (b) Society Members—that is, “ Co-operative Societies and 
other associations.”” Only co-operative societies may subscribe 
for shares to the value of more than £200. When a large farm or 
estate comes on the market, if there is a desire on the part of 
neighbouring “‘ uneconomic” landholders or landless labourers 
to purchase it for distribution among themselves in holdings of 
suitable size, the latter are invited to form a Co-operative Society 
and apply to the Bank for a loan. The Bank then has a valua- 
tion of the estate made by its own expert valuer, and an offer 
that meets with its approval is made to the vendor. If the offer 
is accepted the whole of the purchase money is advanced by the 
Bank, but the Society is required to deposit with the Bank 
twenty-five per cent. of the purchase money involved in the 
form of a “ Fixed Land Security Deposit.’”” The Bank has a 
lien on such Deposits and thus there is a twenty-five per cent. 
margin of security against the risk of depreciation. Principal 
and interest are repayable by annuities extending over a period 
of thirty years and the borrowing Society is collectively respon- 
sible for the payment of these annuities. Furthermore, before 
actual division takes place the Bank insists on various permanent 
improvements in the way of fencing, draining, reclamation and 
the like being effected by the common labour of the members 
of the purchasing Society. Besides increasing the value of the 
land, this has the effect of training the cultivators in the practice 
of working together and perhaps preparing the way for experi- 
ments in collective farming which it is the policy of the Bank to 
foster but not to force. In any case it is expected that co-opera- 
tive societies which come into existence for the acquisition of 
land will persist for other and more permanent purposes. 

From its inception down to the 30th June, 1921, the National 
Land Bank had advanced £316,590, involving the transfer of 
15,750 acres. It carries on ordinary banking business as well, 
and its total assets now approximate to one and a quarter million 
sterling. This is not a bad record for a country distracted by a 
very “‘incivil” war. Let us hope that in the more peaceful 
years of the future the movement thus happily inaugurated will 
extend and develop, and that in the business of rural reconstruc- 
tion in particular, and in the progressive elevation of the quality 
of our respective national civilisations in general, the two islands 
will seek to outvie one another in a spirit of friendly emulation. 

JOSEPH JOHNSTON 
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The Rural Industries round Oxford: A Survey made on behalf 
of the Institute for Research into Agricultural Economics, 
University of Oxford. By K.S.Woops. (Oxford : Clarendon 
Press, 1921. Pp. 180.) Price 7s. 6d. 


Tuis is a very useful supplement to the surveys of agriculture 
in Oxfordshire and Berkshire by Mr. John Orr and the account 
of Allotments and Small Holdings in Oxfordshire by Mr. A. W. 
Ashby which have already been published under the auspices 
of the Oxford Institute. It deals with the area within thirty 
miles of Oxford and refers to the period from March 1919 to 
March 1920. The book is divided into two parts—the first 
containing a general discussion of the economics of rural indus- 
tries with a good deal of information about certain trades (e. g. 
farriery), and the second consisting of detailed reports on three 
groups of industries: viz. (i) the woodland industries (divided 
into the underwood trades, such as those which make rakes, 
besoms and hurdles, and, on the other hand, the timber industries, 
especially chair-leg turnery and chair-making); (ii) osier cultiva- 
tion and willow basket-making; and (iii) ‘‘ needlework and 
similar industries,” of which the chief is the glove-making of 
Woodstock and its neighbourhood. 

On the whole Miss Woods has done her work very well indeed, 
and it is practically pioneer work. In the general discussion of 
problems an admirable judgment is shown, and this is especially 
commendable because the subject of rural industries has often 
been a playground for well-meaning but sentimental faddists. 
Miss Woods has a keen eye for possibilities of development and 
for the economic factors upon which such possibilities depend; 
but she also has a sane appreciation of the dangers involved in 
ill-considered encouragement of rural industries (pp. 56-58, 
67-68). Take, for example, her remark: ‘‘ There is nothing 
more pathetic than the type of begging which is covered by the 
attempt to sell what is not really wanted, and to encourage this 
type of work is not charity.’ Defects are criticised without bias. 
The harm done to woodland industries by game and through the 
neglect of coppices and “ gullies ’’ by some of the landlords is duly 
noted (pp. 84-88), but Miss Woods also tells us “it is not realised 
by the turners, for whom the price of wood has doubled, how heavy 
the landlord’s expenses have become, in taxation as well as in 
labour” (p. 109). On the one hand, we read of the high wages 
earned by blind basket-makers in a London factory (p. 129); 
on the other, of the scorn shown by professional basket-makers 
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for “the poor work which was turned out from some of the 
hospitals where amateur teachers were relied upon” (p. 133). 
The helpful activities of Trade Unions and Women’s Institutes 
are referred to with discrimination. 

In the survey of particular industries, perhaps the best thing 
is the description of the timber industries, especially chair- 
making. Problems connected with the growth of the raw material 
and with labour, machinery, designing and transport, are all 
carefully considered. In regard to basket-making, however, the 
limits of the subject are not very well kept, and the discussion 
ranges outside the Oxford district and beyond purely rural 
conditions. 

The wretched rates of pay before the War, of which Miss 
Woods gives many instances, and the continuance of poor pay 
in some cases, illustrate one of the least satisfactory sides of rural 
industry; and a striking example is given of the exploitation of 
child labour by parents (pp. 39, 161). A defect of far-reaching 
influence is the ‘‘ deplorable lack of enterprise and of commercial 
ability in the villages and small towns ”’ (p. 29), and we read that 
“there is scarcely any co-operative effort in putting local pro- 
ducts on the market” (p. 30). But while this is gloomy, it 
obviously means that the possibilities of rural industry are not 
exhausted. _ 

The book is stored with curious and interesting facts. It is 
odd to find these country workshops supplying distant markets 
—parts of chairs going to Lancashire (p. 107), hurdles to the north 
of England and Scotland (p. 100), and barrel hoops formerly to 
the West Indies for sugar barrels (p. 92). ‘‘ Before the War,”’ 
we read, “all the Courts of Europe were clothed on State occa- 
sions in Oxfordshire plush from Shutford or Banbury.” “ Bril- 
liant patterns were shown of pieces sent to Turkey and Roumania ” 
(p. 174). A bowl-turner, one of whose lathes has been in use for 
more than a century, sells his wares to up-to-date establishments 
such as Harrods and the Army and Navy Stores. Among 
evidences of the play of large economic forces it is good to be 
reminded of the effects of individual occurrences, as when we 
are told that the wholesale clothing industry in Oxford “ sprang 
from a debt paid by a linen draper to a small shopkeeper in the 
form of a bale of linen, towards the end of the eighteenth century,”’ 
because “‘ out of this the shopkeeper’s wife made a labourer’s 
smock, which was soon bought by a passing farm labourer,” and 
‘‘ she sold a succession of smocks, and so the industry was built 


up” (p. 149). 
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A few criticisms must be made. At the time the survey was 
taken nearly all the industries dealt with were subject to power- 
ful but temporary war-induced influences—shortage of labour 
or material, in some cases, but, more commonly, a booming 
demand, owing to absence of foreign competition and the accumu- 
lation of demands unsatisfied during the War. Miss Woods is 
fully alive to this fact, but it requires emphasis, because it would 

e unwise to frame policy on the assumption that these conditions 
are normal. 

The plan of the book has one fault. It excludes the extractive 
industries—quarrying, brick-making and the like, so that (to 
take the Cherwell Valley alone) we are told nothing about the 
Portland cement works at Kirtlington, the quarry at Ardley, 
the brick and tile works at Deddington, or the ironstone works 
at Adderbury and King’s Sutton. This is a pity, for these are 
thoroughly rural industries, and the problems of labour in extrac- 
tive undertakings (e.g. the treatment of the problem of wet 
weather) often throw light on similar problems in agriculture. 
Thatching also is omitted, though it is really a distinct trade, 
and certainly no more a mere part of agriculture than hurdle- 
making, which is dealt with. 

One or two details, again, call for criticism. There are a few 
cases of “‘ vain repetition.” The figures on p. 83 do not really 
illustrate Miss Wood’s point that ‘‘ on estates far from the rail- 
way prices of underwood have fallen considerably.” Perhaps 
there is a misprint here; but the figures as they stand are quite 
inconclusive. On p. 101 occurs the following statement: ‘“‘ The 
increase in the use of hay-making and other machinery was 
mentioned in this district as a cause of the decline in agricul- 
tural earnings from those of an earlier generation, having led to 
less employment at piece-rates during the harvest and less employ- 
ment of women in the fields.”” Cited without comment, this 
opinion is most misleading. The number of labourers has 
declined, but the trend of earnings was to increase even before 
the War, though it is true there was a set-back after the Trade 
Union débdcle in the seventies. No doubt the ratio of extra 
earnings to wages has declined: perhaps the passage quoted is 
due to a misunderstanding of this fact. Or does it mean that 
there is now less opportunity of part-time agricultural work for 
persons engaged mainly in village industries—or, in other words, 
that there is less seasonal fluctuation in the demand for farm 
labour now than formerly ? 

A word must be said about Mr. Arthur Ashby’s instructive 
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and interesting preface. Mr. Ashby gets down at once to funda- 
mentals, pointing out that ‘“‘ the use of oil-fuel and the improve- 
ment of the internal-combustion engine has to a small extent 
changed the conditions of industrial production ”’ (p. 7), that the 
change is “‘ altogether in favour of the small establishment,’ and 
that in transport the motor lorry may bring similar developments 


(p. 8). 
REGINALD LENNARD 


Kiangsi Native Trade and its Taxation. By STaNLEY WRIGHT. 
(Shanghai: The Chinese Customs Service. Pp. 203 + II, 
with 2 Appendices.) 


THE person who takes up this book expecting to find a 
practical application of Adam Smith’s classical canons of taxation 
to an Eastern country will receive a rude shock. The system, 
such as it is, in force in Kiangsi, China, breaks every known rule 
of taxation for which economists have fought over a long period 
of years. 

The Province of Kiangsi has an area of 69,498 square miles, 
and, according to the most recent census, the population is 
14} millions, so it is a fairly representative province to take for 
the purpose of investigating taxation in China. The question 
of internal trade taxation in that country is one on which much 
has been written in a general way, but little attempt has ever 
been made to isolate a province and to study in detail either the 
methods of trade taxation offices within its confines or their 
influence on the trades taxed. This book is therefore very 
welcome. 

The Chinese seem to look upon trade as an inexhaustible 
reservoir into which innumerable hands may dip for revenue. 
Less than a century ago Kiangsi trade boasted only two taxing 
establishments, namely, the Native Customs for the Poyang- 
Yangtsze trade, and that for the traffic up and down the River 
Kan, but to-day the Kiangsi merchant has to reckon with seven 
or eight trade-taxing establishments, each spreading its tentacles 
out over a wide area. In the past, provided he paid the tax, plus 
certain non-official “‘ squeezes,’ he was free to go his way, but 
now he is surrounded by difficulties too numerous to mention. 
The trader cannot move a single package of goods even for a 
short distance overland without encountering some form of tax- 
gatherer. Custom is the guiding principle, and the Central 
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Government, vying with the Provincial officials, is always on 
the alert to get a little more out of the unfortunate people. 

The taxes are many and varied : native customs, transit dues, 
consumption taxes, maritime customs, railway taxes, salt taxes, 
payments to rice, wine and tobacco bureaux, redemption taxes 
and Likin taxes are a few to which goods are subject, and all, in 
one form or another, take their toll on trade. 

The Likin tax, which was first imposed in Kiangsi in 1857, 
had already been in operation in parts of China for some three 
of four years. It is an internal tax on goods in transit, and 
owes its origin to the Taiping Rebellion, when it made its appear- 
ance asa war tax. The word Likin is derived from “ Li,’’ meaning 
one-thousandth, and “ kin,’ meaning gold or money. Originally 
it was a tax of one-tenth of 1 per cent. of the value of the goods, 
but the precise amount payable at the present day in Kiangsi 
and elsewhere in China is arbitrarily determined by local officials. 
It has proved so fruitful a source of revenue that Likin barriers 
have multiplied in number, until to-day the hapless Chinese trader 
encounters them up and down all the rivers, in most of the 
principal towns and on most of the byways of importance. 
Between Canton and Wuchow, for instance, there are said to be 
no fewer than six Likin barriers, at each of which a toll is collected. 
The development of this form of taxation is shown to have been 
extremely rapid in Kiangsi, and posts for its collection have been 
established at all the leading trading centres and commercially 
strategic points in the Province. The officials are stated to be 
able not only to levy definite taxes on anything and everything 
that passes the barriers, but also to fix charges at a much higher 
rate than obtain in some of the other Provinces. With the 
ratification of the Mackay Treaty China officially recognised the 
evils of the Likin system, and hopes were entertained in Kiangsi 
that it was doomed. Reforms were certainly attempted, but 
they were illusory. Among other things, it was proposed that 
instead of a dozen imposts at successive barriers, the tax might 
be levied in one sum at the first barrier post. New regulations 
were issued to make the alteration effective, but the local officials 
and others soon found a way of getting round Government 
decrees. For example, new trade taxes under Likin control were 
created from time to time; principal among these were the 
railway tax and the bank-note tax. Merchants soon found, too, 
that payment at the first barrier passed did not really exempt 
their goods from other imposts at further barriers. Man shui, 
or short-levied duties, were instituted; these are not, as might 
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be expected, levies on excess of cargo, they are simply additional 
charges under a make-believe name. One of Mr. Taylor’s 
examples will make this clear. Rice from Fuchow pays a tax, 
called shih fén, at Huangchiangk’ou; on reaching Hsiehpu it is 
called upon to bear an extra levy of 5 per cent. on the original tax ; 
when passing Tuch’ang, another levy of 10 per cent. is made on 
the first tax, and at Kulang still another 13 per cent. is levied on 
the original tax. At Hukow an export levy of more than three 
times the shih fén is chargeable, plus 10 per cent. of this duty for 
a tax called hao-yin. Then, in addition, there is the railway tax 
of 20 cents, and a chiu chiu tax of 15 cents each per shih. In 
other words, a consignment of rice from, say, Fuchow to Kiukiang 
has to make eight distinct payments in five places, and all of 
them are under control of the Provincial official. In the cir- 
cumstances, what the Government called the “ t’ung-shui”’ (a 
consolidated tax paid once and for all) is a polite fiction. 

Of protests, passive and active, against the exactions there 
have been many; some end in civil strife and lead to attempts 
to improve matters. A tariff to this end was issued in September 
1916, stipulating that goods which passed through three barriers 
shall pay the full shih fén duty, those which pass two barriers 
five fén, and those for local consumption, that is, passing only one 
barrier, to pay three fén. All this has been of little avail. 
Separate offices ignore the fact that the tax has been paid else- 
where, and proceed to levy their own dues according to their 
own lights. 

The sole object of the Likin tariff, states Mr. Taylor, is to 
raise revenue, and from a perusal of his interesting book one is 
forced to the conclusion that the object is not necessarily to 
raise that revenue in as equitable a way as possible. Traders 
in the United Kingdom would be driven to distraction were they 
faced with exactions like those from which the Chinese suffer. 
A summary of the tariff given by the author will give some idea 
of the burden imposed upon the native traders. As it stands 
the tariff contains about 1500 entries, and, to take only one 
example of the specific duties named, over 200 are quoted for 
different varieties of one single article, paper. China tea, graded 
according to quality and place of production, claims 47 entries; 
China-ware, which is taxed according to the destination to which 
it is consigned, has 43 entries with 39 sub-entries, in which every 
conceivable basket, packet or bundle is included; timber is let 
off with 42; grass-cloth has 37 entries, while nankeens have 
only 24. 
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Of hair-splitting differentiations there are many, and their 
purpose is, first, to allow nothing to escape that can be made 
to yield revenue, secondly, to provide opportunities for accom- 
modating adjustments; if one heading of tax will not cover an 
article, then the collector can soon find another. 

There is little chance of avoiding taxation by taking diverse 
routes. The Kiangsi Likin establishment has its head office at 
Nanchang, 16 sub-offices at leading trade centres, 38 sub-stations 
and 117 barriers, the whole, as Mr. Taylor shows, forming a fine 
network to escape through the meshes of which would tax the 
ingenuity of even the most accomplished smuggler. 

It is not to be supposed for one moment that the Central 
Government reaps the full benefit from the collections. Far 
from it. An official return gives the total Likin collection for the 
Province as “ Kuping taels 453,548.1990 x Cash 2,389,073,979,” 
which at the usual conversion rates (Kuping taels 101.64 = 
Haikwan taels 100 = $150. Cash 1,280 = $1—the Likin official 
rate) comes to about $2,500,000, a total which, one agrees with 
the author, errs on the side of modesty. As showing the leakage 
that occurs, he places the average Likin revenues of Kiangsi at 
$4/4,500,000, exclusive of other receipts, and of all extra dues 
levied at Hukow, such as the railway tax, etc. 

The office of the Chinese Maritime Customs is well described, 
and the spirit animating the whole institution is stated to be 
one of sympathetic encouragement of trade, a spirit which is 
not at variance with its primary function, the protection of 
the country’s revenue. But the Chinese Maritime Customs are 
mainly under foreign control, the Likin is not. 

There are many minor taxes on trade and commodities in the 
Kiangsi Province, all of which are carefully passed under review 
by the author, but to understand the reasons for them will puzzle 
the brain of the most earnest student of economics; to get a 
clear comprehension of the Chinese method of taxation and all 
that it entails requires patience, and to have produced an 
intelligible account of the multifarous duties and their effects 
must have been no mean task for Mr. Taylor. What will probably 
strike the reader of his book is that, numerous as they are, the 
taxes, even as collected at present, have the merit of productive- 
ness, but their method of collection is flagrantly uneconomical, 
and the equity of their incidence is, in most cases, extremely 
questionable. 

The pages in the book on the currency question are illuminat- 
ing. The influence of the defective monetary system and the 
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instability of exchange is, of course, felt all over China, but its 
restrictive effect is plainly seen in a backward Province like 
Kiangsi. As usual, we meet with the two official taels, the 
Kuping and the Haikwan tael; then every trading centre has 
its own particular tael. Kuikiang has two, the Tsaop’ing and 
the Hong tael. Large transactions are carried out in taels; 
for petty trade resort is had to the domestic money of the Chinese 
—copper cash, or local cash shop-notes, the issues of which are 
legion. The area and validity of the notes is very restricted, 
and they frequently entail loss to the trader who has to resort 
to exchange transactions outside the area in which they are issued. 
Then there is the copper cent money, introduced about thirteen 
years ago. This money has grown in favour, but is still far from 
supplanting the copper cash. The quantities of copper cents 
put into circulation have been enormous, and the nominal value 
of the cent as a ten-cash piece no longer holds good in any locality, 
its value fluctuates from time to time and from place to place, 
and the effect on the cost of living for the poorer classes is ruinous. 
To add to the prevailing chaos, one gets the Mexican dollar and 
small subsidiary silver coins, all of which lack fixity in exchange. 
Dollar notes, issued by the Republican Bank of Kiangsi, the 
Bank of Communications and the Bank of China, also circulate, 
and public confidence in the notes is by no means stable. Then 
for larger transactions there are the shoes of sycee silver, to 
calculate the value of which much time is lost in taking count 
of weight (never the same in two places), fineness, ‘‘ look-see,” 
“olo”’ custom and exchange. 

In such circumstances, the merchant who can move with sure 
foot through this bewildering tangle of sycee, cash, cash shop- 
notes, copper cents, dollars, small silver and bank-notes, the 
relation between any one of which and all the others changes 
daily, shows no mean skill in financial or mental gymnastics, 
and it is this skill which Mr. Taylor considers makes the Chinese 
trader a keen bargain-driver. The element of uncertainty, too, 
as he points out, may appeal to the Chinaman’s gambling instinct, 
but at the same time it is obvious that before any sound expansion 
of trade can be accomplished, this chaotic monetary system must 
be replaced by a secure and stable standard. 

It is a pity that such a useful work as this lacks an index, 
added to which, neither the price of the book nor the publisher’s 


name is stated. 
Witu1AM F. SPALDING 
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Le Relévement Economique de la Gréce. By E. J. Tsouperos, 
Member of the Greek Parliament, Greek Delegate at the 
Peace Congress. Preface by Cu. GipE, Professor at the 
University in Paris. (Paris: 1920. Berger-Levrault. 254 pp.) 


Tuts book gives a vivid and most interesting account of the 
economic resources of Greece, as well as of the actual problems 
which confront her economic policy. The first chapter (pp. 
1-58) is of special interest, inasmuch as it contains a statement 
of the financial situation in Greece since 1898, and enumerates 
the reasons which determined the Great Powers to impose upon 
her international financial control. The author describes the 
organisation of this control and its results, and shows how it 
ought to be modified in order not to prove a further obstacle 
to the future economic development of the country, the difficulties 
of its task being increased by the acquisition by Greece of Mace- 
donia, Crete and the islands of the Augean Sea. 

Mr. Tsouderos depicts in picturesque detail the organisation 
and working of education, and describes the advances made by 
his country. In this connection he mentions the agricultural 
reform which aims at converting the big estates, founded under 
the Turkish regime, in Macedonia as well as in Thessaly, into 
small peasant-holdings. 

Agriculture, her mercantile marine and foreign trade are the 
principal sources of Greece’s prosperity, and she is going through 
a period of genuine regeneration, and may continue to progress. 
Nevertheless, there remains much to be done, especially in the 
perfecting of her railway system. This network, once completed, 
with the assistance of the Greek mercantile marine, will be of the 
greatest use and importance not only to Greece herself, but also 
to Asia Minor and Central and Western Europe. 

The author wisely considers (p. 214) that the interests of the 
countries concerned will determine the revival of commercial 
relations in the Balkans. He contemplates an economic arrange- 
ment between Serbia, Roumania and Greece, leading to a reduc- 
tion of the existing protective duties, and to the recovery of 
banking and of general economic relations between these States ; 
Bulgaria also should take part later on in this intercourse. In 
this way the path would be opened to a more permanent under- 
standing, leading ultimately, in all probability, to a Balkan 
Customs- Union. 


E. ScHWIEDLAND. 
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NOTES AND MEMORANDA 


Was RYE EVER THE ORDINARY Foop OF THE ENGLISH ? 


In the Economic Journat for September, 1921, Sir William 
Ashley has published an article in which he gives reasons for 
disagreeing with the opinion of my father, the late Professor 
Thorold Rogers, that “‘ from the earliest times wheat has been 
the principal grain on which the English have lived,” and suggests 
tentatively that ‘‘ during the Middle Ages, and long after, rye 
was the ordinary food of the labouring population. . . . Wheat 
was at first a luxury food for the landlord class. From them it 
was adopted by the merchants of the towns and by the more 
sedentary and more skilled craftsmen. . . . For the mass of the 
people, both in the towns and in the country, there was hardly 
ever, and hardly anywhere, a complete change over from rye to 
wheat, the transition was effected by the use of a mixture— 
maslin—of rye and wheat . . . in which in the course of ages 
the wheat proportion tended more and more to preponderate.”’ 
In support of his contention, Sir William Ashley has adopted 
two lines of argument, (1) A criticism of my father’s scholarship 
and accuracy; (2) the selection of a number of quotations and 
references tending to show that rye was always considered an 
important article of food. No exception can be taken to the 
tone of Sir William Ashley’s examination of my father’s views, 
and I acknowledge with gratitude his handsome appreciation of 
the monumental character of his work, but as he admits that 
my father’s writings “‘ serve as the authority for much of what 
is now being taught as history to working-class audiences,” it is 
more than a matter of private interest to ascertain whether the 
one authority or the other is more correct. I venture, therefore, 
to advance certain reasons which may lead Sir William Ashley 
to revise his judgment. In the first place it should be pointed 
out that there is no true antithesis between the two propositions. 
My father was speaking of the usual food of the English nation 
as a whole; Sir William Ashley admits that the landlord class, 
and subsequently the merchants and skilled craftsmen, ate 
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wheaten bread, but contends that rye formed a large part of 
the food of the labouring classes. An examination of my father’s 
writings shows that he agreed that “barley was sometimes 
mixed with the wheat in the allowances made to farm servants,”’ 1 
and that oats, pease and beans were also mixed with their food.? 
Scurril wheat was also commonly eaten, especially in times of 
scarcity. No one asserts that the workers habitually ate bread 
made of the best wheat only. The question is simply whether 
their bread consisted wholly of rye in the earliest times and 
whether the adoption of wheat as a mixture was gradual and 
progressive. 

In attempting to shake the credit of my father’s conclusions 
Sir William Ashley confesses to certain ‘“‘ harassing doubts.” 
First, ‘‘How much is involved in the statement that he has 
generally omitted all notices of inferior grain elsewhere explained 
as inferior qualities?’’ The answer is given in my father’s own 
words : ‘“‘ Except in rare cases, purchases and sales of inferior 
corn, known in the accounts as scurril or cursal corn, are omitted.”’ 4 
Obviously, therefore, all wheat is included except that expressly 
described as cursal. There is no great scope for error here. 
Secondly, we are asked, ‘‘ Did he always recognise rye when he 
met it? Under the year 1303 he gives one entry for sigal and 
does not attempt an explanation; ”’ but Sir William Ashley has 
overlooked the fact that on page 222 of Volume I. of the History 
of Agriculture and Prices, my father says, “‘ Sigal, I have no 
doubt, is the same as rye (siligo in the accounts).’’ After this 
is it quite fair to say that ‘“‘ Fleetwood, like Rogers, when he 
happens to come across rye, does not recognise it’? Thirdly, 
he asks, ‘‘ Can we be sure that Rogers’ wheat is not sometimes 
a translation of the undifferentiated bladum?” A reference to 
page 3 of Volume II. shows that certain entries classed under 
rye are marked B to show that they are ‘“‘ the Bladum of the 
records.” So that it appears that it is not only never classed 
as wheat, but is even used to swell the records of rye. I hope 
these notes will show that Sir William Ashley’s doubts were 
unwarranted. 

There remains the more important question, How far was 


1 History of Agriculture and Prices, Vol. I, p. 26. 

2 Op. cit. p. 288; also Vol. II, p. 626. ‘‘ Idem respondet de xix qrs. v bsls. 
curall frumenti, ix qrs. vj bsls. dragei, et x qrs. vj bsls. pisarum simul mixtis 
pro liberatura famulorum.” 

® Op. cit. p. 288: “ The grain served out was generally wheat, not always 
the best, but cursal or scurril corn, such, perhaps, as Hampshire people call 
tailings.” 

* Op. cit. Vol. II, p. 4. See also Vol. I, p. 182. 
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rye used for food by our ancestors? Now rye is still occasionally 
grown in England, though it is no longer used in making bread. 
It was not, however, widely grown in the eighteenth century. 
Lisle, whose observations were made between 1695 and 1722, 
over the southern and midland counties, says, ‘‘ Rye is a grain 
seldom sown in the counties I have been most conversant, and 
as for my own experience, it has been very little in it.’ 1 Ellis 
says, “The men about Cheddington and Aylesbury never so 
much as attempt the sowing of this grain.’ 2 Arthur Young 
records only thirteen places where rye was grown, and practically 
none in the south of England.* In the seventeenth century 
Worlidge admits that he does not know much about rye, “ it 
being not universally propagated.” 4 The earlier writers, e. q. 
Markham and Fitzherbert, just refer to it, but give no indica- 
tion that it was widely grown. It is not mentioned by Walter 
of Henley. An examination of the manorial records other than 
these printed in the History of Prices shows that it was seldom 
grown. Rye was not grown at Crondal in Hampshire in the 
thirteenth century,® or at Forncett in Norfolk,® and out of the 
thirty-two manors in which corn was produced for the Bishopric 
of Winchester in 1208-9, rye was grown in only six.’ To go 
back even further, we find in King Alfred’s charter dealing with 
the Manor of Hysseburn, that the churls are bound to render 
at harvest equinox, among other things, “ three sesters of bread 
wheat,’ and as they are bound to plough three acres in their 
own time and sow it with their own seed, we may fairly assume 
that they lived on the same kind of bread themselves.’ After 
this perhaps we need not take Sir William Ashley’s suggestion 
that “‘frumentum”’ means any kind of corn in classical Latin 
seriously. It will hardly be contested that the “ frumentum ” 
which Tacitus tells us Agricola exacted as tribute from the 
British was rye.? This evidence, which could be expanded if 
space permitted, does not lend any support to the theory that 


1 Lisle, Observations in Husbandry, Vol. I, p. 270. 
Ellis, Chiltern and Vale Farming Explained, Chap. xxxv, p. 252. 
Young, The Farmer’s Tour through the East of England, Vol. IV, pp. 2509-7. 
Systema Agricultura, by I. W., Sect. VII, p. 54. 
The Crondal Records, edited by F. T. Baigent for the Hampshire Record 
Society, 1890. 

6 Davenport, A Norfolk Manor, 1086-1565. 

7 Gras, Evolution of the English Corn Market, pp. 261-2. 

8 Codex Diplomaticus, MLX XVII. 

® Tacitus, Agricola, XIX: “‘ frumenti et tributorum exactio.’’ See also the 
speech of Calgacus: ‘“‘ Bona fortuneque in tributum, ager atque annus in 
frumentum.”’ 
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rye was at one time the ordinary food of the labouring classes 
in England and that it was only gradually replaced by wheat. 
It is, in fact, quite probable that more rye was consumed ag 
bread during the latter part of the thirteenth and of the sixteenth 
centuries, when prices of wheat were rising, than in the centuries 
that immediately preceded or succeeded them. Miller appears 
to think that the low price of wheat in the early part of the 
eighteenth century was a good reason for not sowing rye. 

Again, Sir William Ashley appears to consider that the known 
prevalence of rye bread over wheaten bread in the northern 
counties of the Continent is prima facie evidence that a similar 
state of things existed in England. But even in the fifteenth 
century the contrast between this country and France was 
patent, as the well-known passage in Fortescue’s Governance of 
England shows. He says that the French “ drinken water, thai 
eyten apples, with brede right browne made of rye, thai eyten 
no flesshe but yf it be right seldon a little larde, or of the entrales 
and heydes of beastis slayn for the nobles and marchauntes of 
the land. . . . Thai gon crokyd and ben feble not able to fight 
nor to defende pe realme; nor thai have wepen nor money to 
bie them wepen with all. But verely thai leven in the most 
extreme pouertie and miserie, and yet dwellyn thai in on the 
most fertile reaume of the worlde. . . . But blessyd be God 
this lande is rulid under a better lawe; and therefore the people 
thereof be not in such peynurie nor thereby hurt in their persons, 
but thai with welthe and have all things necessarie to the 
sustenance of nature.”’ 2 

But there is no doubt that rye has been sown in England 
in all periods of history. The question is, for what purpose ? 
At the present time rye is sown because it affords the earliest 
green food for sheep or cattle in spring,® or for its straw, which 


1 Miller, Gardeners’ Dictionary, sub. ‘‘ Secale.” 

2 Fortescue, The Governance of England, Chap. iii, p. 114. Edit. Plummer, 
1885. Clarendon Press. Mr. Sydney Herbert of the University College of 
Wales, Aberystwyth, has kindly drawn my attention to the following passages 
in Coryat’s Crudities, which indicate that in 1608, when the author made his 
journey through France, the amount of rye produced in this country was small 
compared with the crop in France, though it is admitted that at this time other 
cereals than wheat were commonly used in England for bread. ‘‘ The abundance 
of Rie in France is so great, even in every part thereof, through which I travelled 
that I think the hundredth part thereof is hardly to be found in England and 
Wales ”’ (Vol. I, p. 195). ‘* In many places also [in Savoy] I saw goodly corne 
fields, especially of Rie, whereof many thousand plottes I observed before I 
went forth of the Alpes, growing upon as steep places as the Vineyards did ”’ 
(Vol. I, p. 219, Edition 1905). 

8 Stephens, Book of the Farm, Vol, II, p. 370. 
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makes good litter and the best thatching material. Its value 
for the first purpose has long been known. Miller says, ‘‘ It is 
also sown in autumn to afford green food for ewes and lambs 
in the spring, before there is plenty of grass.1_ Ellis records a 
case of a common field tenant who sowed rye “for only his 
sheep to feed on in the spring’; and Mortimer says, “‘ To have 
food for cattle in A pril, which is-the scarcest time of all the year, 
especially for sheep and lambs, some split the ridges of their 
wheat stubble and sowed them with rye, allowing about a bushel 
to an acre, which they harrow in and feed about April or when 
they want it, and in May plough it up for a fallow.” * I do not 
know of any earlier reference in agricultural treatises, but as 
the problem how to feed sheep in the spring was even more 
acute in the Middle Ages than in Mortimer’s time, I suspect 
the practice referred to was much older. It is possible, therefore, 
that Thomas Sampson sowed those twenty-two acres of rye 
partly for the benefit of his 300 sheep, for Suffolk is not a county 
of pasture. 

However, we must admit that rye was frequently eaten 
mixed with wheat, not only in times of scarcity when barley, 
oats, pease, vetches, but even buckwheat were eaten, and 
occasionally acorns, roots and so forth,* but in times of plenty. 
Wheat and rye are even sown together so as to secure a complete 
mixture. Miller says, ‘‘ Although it is by some accounted good 
when mixt (with wheat), yet it being so very clammy, few people 
who have been fed with wheat will even care to eat the bread 
made of this.5 Eden admits that rye can seldom be made so 
pleasant and palatable as admixtures of other sorts of grain.® 
Worlidge alone says, ‘‘ It gives a very pleasant taste to most 
appetites.” 7 Why, then, was it so commonly used? The 
explanation is given by Hale: “A small quantity of it was 
formerly, and still is in several places, mixed with wheat in the 
making of bread on account of its keeping the bread moist, and 
then it is attended with no ill consequences.’ * During the 
Middle Ages and long after the bread of the landworker was 
baked no more often than once a week. In order to prevent 
the terrible hardness when stale to which bread made from 


1 Miller, Gardeners’ Dictionary, sub. “ Secale.”’ 

2 Chiltern and Vale Farming Explained, p. 250. For another case see p. 255, 
3 Mortimer, The Art of Husbandry, Book V, chap. i, p. 126. 

4 Gras, Evolution of the English Corn Market, p. 38. 

5 Miller, Gardeners’ Dictionary, sub. “ Secale.” 

6 Eden, State of the Poor, Vol. I, p. 526. 

? Chiltern and Vale Farming Explained, p. 250. For another case see p. 255, 
8 Hale, Complete Body of Husbandry, Book VI. Cf. Rye. 
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English wheat is liable, rye in varying proportions, never more 
than 50 per cent., was mixed with the flour, just as in modern 
times potatoes are boiled up with the wheat by English housewives 
who bake their own bread. 

This explains the use of maslin in former days, but it lends 
no support to Sir William Ashley’s contention that during the 
Middle Ages, and long after, ‘‘ rye was the ordinary food of the 
labouring population over the greater part of the country.” The 
almost complete absence of any definite evidence that rye was 
ever consumed alone, the certainty that in many cases labourers 
and even dogs consumed bread made from a wheat of some 
kind, though admittedly inferior, the explanation of the reason 
why rye was sometimes mixed with wheat in making bread, all 
point, it is contended, in the same direction and lead to the 
conclusion that “ wheat was the customary food of the English 
people from the earliest times.” 

A. G. L. Rogers 


OFFICIAL PAPERS 


Report of the Commissions appointed by H.E. the Governor of the 
Straits Settlements and the High Commissioner of the F.M.S. 
on the Present State of Trade Depression brought about, in 
the main, by the continued Depression in the Rubber Industry, 
and on the Extension of Credit Facilities. (Singapore, 1921.) 


Tuts is a brief report made by practical men, who spent little 
time in proving that depression existed. With few preliminaries 
they went straight to the question of averting the disaster that 
threatened the Malay Peninsula, and they completed their report 
in October, within six weeks of the date of their appointment. 

They start by recording the refusal of the Government in 
April 1921 to introduce a measure for compulsory restriction of 
rubber output, and their consequent desire to find a remedy 
that would avoid compulsory action on the part of the Govern- 
ment. They fail, however, to find any such remedy and conclude 
by urging Government to reconsider the matter. Incidentally, 
having looked into the state of trade and credit generally, they 
also recommend a relaxation of the burdens borne by the tin- 
mining industry, the encouragement of new industries by Govern- 
ment, and the establishment of a Land Bank to make advances 
against crops. 
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The Commissioners refrain from suggesting in detail what 
restriction of rubber output should be enforced. Probably they 
felt that any details would be contentious and open to criticism 
and that the main thing was to get Government to move at all; 
any Government measure would have a valuable moral effect 
on the market, and if it proved also to be the actual physical 
remedy for the existing difficult position so much the better. 
What is the position? Rubber was selling at about 2s. 6d. a lb. 
at the beginning of 1920; it had fallen to about 1s. by the end 
of the year, and has stood below that price ever since. Restric- 
tion of output in 1921 has checked the further accumulation of 
stocks, but they still amount to a figure in the neighbourhood of 
80,000 tons, and the revival of demand from America, the great 
consumer of rubber, has not materialised in the way that was 
expected, for though there has recently been steady buying from 
New York it has not raised prices more than a couple of pence. 

British Malaya produces about 58 per cent. of the world’s 
supply of plantation rubber, Ceylon (with S. India) about 15 per 
cent., and the Dutch East Indies 25 per cent. Few estates in 
Malaya can produce rubber at 1s. a lb., especially when their 
output is restricted, for much of their expenditure is incurred 
irrespective of crop. But in Ceylon and the Dutch East Indies 
the position is different, and in all the attempts that have been 
made to secure general adherence to a policy of restriction, the 
support from these two countries has been hesitating and luke- 
warm; it is now pretty clear that they have no intention of 
adopting any regular plan of restricting output. 

The Singapore Commission thought Government should 
attempt to bring the other countries, or at least Ceylon, into 
a restriction scheme, but they were not very hopeful of this, 
and asked many of the witnesses who appeared before them 
whether they believed in restriction for British Malaya alone. 
Most of the replies were in the affirmative : witnesses thought 
any action better than mere drifting. Attempts were made to 
estimate the effect on the dead-weight of existing stocks if a 
50 per cent. restriction were introduced. It was agreed that 
Ceylon and the Dutch planters would gain by the higher price 
that would result, but nobody could do more than guess at the 
actual increase of output which these unrestricted rival producers 
might find it possible to obtain. Restriction in Malaya alone 
would certainly appear a most hazardous leap in the dark. 

It was also evident to the Commission that credit would have 
to be extended to many estates to enable them to continue culti- 
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vation, since Government could not take steps to restrict the 
tapping or export of rubber without affording planters some 
means of existence. In fact the report practically recommends 
a large measure of Government assistance and control. That 
this will be introduced is doubtful; it is not a policy that would 
appeal to the Imperial Government, and the Straits Government, 
even if otherwise favourable, would find it a very serious financial 
obligation. 

What are the alternatives? The obvious one—for the 
industry to help itseli—appears in practice hardly worth con- 
sidering. It is estimated that 100 million sterling is invested 
in rubber cultivation in British Malaya alone, but the industry 
is hopelessly petty and disorganised; there are hundreds of small 
plantation companies, English, Dutch, French, Chinese, Japanese, 
etc., and any semblance of combination on the part of these is 
liable to be rendered useless by independent action on the part 
of the innumerable small native owners. The big amalgamations 
which have pulled so many other industries together are much 
overdue. In this country the Rubber Growers’ Association has 
striven laboriously and honestly to meet the present crisis, but 
inspired leadership is lacking and the Association has recently 
failed to secure sufficient adherents to its proposal to continue 
the partial restriction which it established in November 1920. 

The other alternative is to “‘ let be,”’ and force of circumstances 
will probably ensure the ultimate triumph of this simple but 
ruthless economic remedy. The industry is sound enough; 
rubber is a necessary, and at anything like its present price the 
synthetic article is not likely to be introduced. No doubt, too, 
the demand will steadily increase during the next few years. 
Much attention has lately been given to the discovery and 
encouragement of new uses for rubber, and though these have 
not yet had time to make themselves felt, it is safe to anticipate 
that some of them will be successful, and that, as manufacturers 
feel more certain that rubber is likely to remain at a compara- 
tively low price for some time ahead, they will make their plans 
for putting on the market new products which they could not 
have contemplated selling when rubber was 2s. 6d. a lb. and 
higher. And while this process is going on, absorbing stocks 
and reviving demand, it may be expected that enforced attention 
to economy will have gradually reduced costs of production, so 
that eventually the equilibrium between demand and supply 
will be re-established in the natural course of events. But 
many a weak Company will go to the wall in the process. 
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OBITUARY 


Lorp BRYCE 


Tue Economic Society has lost a distinguished Vice-President. 
The office had been held by Bryce since the beginning of this 
century. He was an original member of our Society, and took 
occasional part in its social meetings. If he did not advance 
economic theory, he contributed much to the knowledge and 
judgment which are required for the art of Political Economy. 
His various writings abound in information and reflections which 
concern the practical economist. We might instance the chapter 
on Laissez faire in his American Commonwealth, the remarks on 
the economic resources of Argentina and other States in his 
South America, and in the latest—perhaps the greatest—of his 
works, the reflections on “‘ economic equality,’ not omitting the 
“stubborn fact of natural inequality.”” To collect all the 
lessons of economic wisdom that may be gathered from Bryce’s 
writings and public life would be a colossal task. It must suffice 
to present one branch of his activities, one connected with many 
other branches, his academic career and interests. This side of 
Bryce’s life has been sketched for us by one who is well qualified 
to handle the subject, the Provost of Bryce’s College, Oriel. Mr. 
Phelps writes :— 

‘When it was first proposed to appoint a Commission to 
inquire into the state of Oxford and Cambridge, representations 
were made to Mr. Fisher that the time had come for an inquiry 
into the relations of the Universities of Great Britain inter se, 
their co-ordination and co-operation. The suggestion was set 
aside as too ambitious; but, be that as it may, one reason for it 
in the minds of those who made it was that such an inquiry 
should be held whilst Viscount Bryce could preside over it. 
For, in truth, no man had so wide an acquaintance with 
Universities, their history and their methods. Go where he 
would—and where did he not go ?—the local University hastened 
to do him honour. The Oxford Calendar credits him with no 
fewer than fifteen honorary degrees, and probably it is not 
exhaustive. Certainly it is striking to find that a man, who was 
in so true a sense a public servant, and a citizen of the world, 
should have kept his hold on learned and educational circles every- 
where. But it will not come as a surprise to those who knew 
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him. They can appreciate the power which was his of com- 
bining a wide range of interests with a close and intimate sym- 
pathy. It was not that his mind was divided, as it were, into 
compartments, each independent of the rest, but the lessons 
learned and the illustrations found in a field of observation were 
promptly applied. His correspondence, which we all hope may 
see the light, will give abundant proof of this. Thus when he 
was at Washington, as Ambassador, he would write letters, and 
long letters, which might give the impression that his one interest 
lay in the state of Oxford, its studies and its teaching. And 
seeing as he did the inner life of so many and various types of 
University, he was always ready to suggest changes which 
experience recommended, or to give a warning against such as 
had been tried and had failed. 

“With his own University of Oxford he was closely con- 
nected for some sixty years. A scholar of Trinity and a Fellow 
of Oriel, he was Regius Professor of Civil Law from 1870 to 1893. 
It was not perhaps the happiest of his many experiences. The 
conditions of his tenure of the chair were embarrassing, the 
attendance at his lectures was mediocre and its quality often 
something less. But the fact that it kept him closely in touch 
with Oxford was very welcome to both. It was said of him in 
the daily press that as a speaker in Parliament he was ‘ profes- 
sorial.’ To those in Oxford who know professors it was a 
cheap and misleading criticism. The constant insistence on a 
limited range of subjects was never his weakness, in conversation 
he was never didactic. Rather he came as a visitor from the 
outer world and brought with him the practical insight, the 
robust common sense, and the wide outlook which are sometimes 
lacking in academical circles and discussions. His talk was 
stimulating and humorous. He had ‘a true sense for his object 
of study and a single-hearted care for it,’ and he kept himself 
free from any excess of allusion, whilst giving constant proof of 
his wide reading and the strength of his memory. He would 
by a single sentence raise a question from commonplace, showing, 
as a lawyer should, what issues were really involved in what 
might seem to be insignificant. His humour was singularly free 
from personal malice and spontaneous, for he delighted in a 
situation or a comedy. Later on, when he had seen life under 
every variety of conditions, he would illustrate and compare to 
the point of conviction. His breakfast parties and his common- 
room talks were instructive without tedium and stimulating 
without artifice, for there was a total absence of pose. Young 
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men hung upon his words, for his sympathy never weakened ; 
oldsters felt a twinge of shame at their own want of knowledge 
or enthusiasm. So for Oxford he represented the culture which 
is characteristic of the best kind of general education, which, 
whilst valuing highly the results of research, shows itself in a 
general acquaintance with and appreciation of all the best pro- 
ducts of the best minds, and is content to ‘enjoy what others 
understand.’ Thus, for instance, in economics he was not 
deeply read, but he knew the importance of the part played 
by economic forces in the world and insisted on it. He had 
absorbed the principles of Ricardo and Mill, and never lost his 
hold on them; they fell into the background of his mind and 
coloured his judgments. He was far from being a Socialist in 
spite of his warm feeling for humanity. He was an optimist in 
the sense that he realised the variety rather than the limitations 
of human nature, and the hope which it gave of improvement. 
He kept to the last a robust faith in the future of his fellow- 
men, free from the excesses of sentiment and the glamour of 
rhetoric. He was in full sympathy with the many philan- 
thropic movements which have caught the imagination of young 
Oxford. He could speak of the problems of the hour with a 
sense of reality which was a valuable corrective, and with an 
unfailing freshness which threw a new light on the familiar 
questions. It would be difficult to give any idea to those who 
did not know him of the influence which he had and the encourage- 
ment which he gave, for they gained strength from the affectionate 
charm of his manner and the grace of his phrase.” 

We could not improve on Mr. Phelps’ living portraiture of 
mind and character by a recital of biographical details which, 
relating to so conspicuous a career, are either already well kno vn 
or are easily accessible to our readers. 


ARTHUR RAFFALOVICH 


Tue death of the great financier (December 23, 1921) was 
unexpected. He was to have read a paper to the Société 
d’Economie Politique in the first week of January. But at the 
meeting it devolved on Mr. Schelle to deliver a funeral éloge in 
honour of his lost friend. The subject of the intended discourse 
was one on which Raffalovich held decided opinions—the relation 
of Government action to the Labour Market. Laissez faire 
and sound currency were powerfully advocated by him in 
numerous periodical publications. The most complete expression 
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of his financial views is to be found in the Marché Financier 
initiated by himself in 1888. He was a frequent contributor to 
the Journal des Ecoxomistes. His annual review of the Money 
Market, published in that Journal, was continued up to his 
death. The January number of the Journal presents Le Marché 
Financier en 1921—the novissima verba of the distinguished 
writer. He also wrote often in L’Hconomiste Francais; in 
latter years exposing with merciless logic the economic follies 
of the Bolsheviks. He may be said to have been qualified by 
birth to speak of Russia as well as of finance; for he was a 
Russian by origin, born at Odessa sixty-eight years ago, the son 
of a great banker. His contributions to periodical literature were 
more important than the books of which he was the author. 


ALFRED MILNES 


WE regret to announce the death of Mr. Alfred Milnes, some- 
time External Registrar in the London University, and for many 
years a teacher of Economics to Candidates for the India and 
other Public Services; also Lecturer for the University Extension 
Society. The singular lucidity of his expositions was highly 
appreciated by his pupils. One of them writes to us as follows :— 
“It was just his desire to explain the elements of his subject 
in the simplest possible manner which made Dr. Milnes’ teaching 
of so much value to the beginner. A famous Professor having 
remarked in his presence that ‘the Foreign Exchanges cannot 
be taught in the class-room,’ he took up the challenge, and is 
generally acknowledged to have made this difficult subject 
fascinating. It was this same quality of lucidity which made 
him one of the leading exponents of the fundamental principles 
underlying the policy of Free Trade. Here was a doctrine, in 
his opinion, only to be fought on the basis of broad economic 
truths, and when he expounded his beliefs they appeared almost 
unassailable. He held that if Free Trade were again lost, this 
would be chiefly due to the fact that its supporters too often 
tried to defend it by dealing with particular cases; just as Mr. 
Joseph Chamberlain made the particular industry the back- 
bone of his last campaign. A time was bound to come when 
industries as a whole would suffer from a severe slump, and 
those who preached Free Trade on the basis of the prosperity 
of certain industries would find the ground cut from beneath 
their feet. The list of his published economic works is not 
long: From Gild to Factory, Problems and Exercises in Economics, 
The Economics of Reconstruction, Economics for To-day. Perhaps 
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his mind is seen at its best in a pamphlet entitled The Economics 
of Fairy Lore, in which he interpreted the well-known old fairy 
stories in the light of economic allegory, using them in a charming 
manner to illustrate some of the fundamental economic truths.” 





CuRRENT Topics 


Tue following have been elected to membership of the Royal 
Economic Society :— 





Adgie, R. F. 

Anstey, Mrs. V. 

Aung, Maung Twa. 

Bennett, W. 

Bhattacharje, Prof. B. K. 

Bliven, Bruce. 

Brown, Lathrop (life). 

Butler, Miss E. R. 

Byas, Hugh. 

Byrne, J. 

Calcutta University. 

Carpenter, G. F. 

Clover, R. E. 

Crofton, R. H. 

Davis, J. S. (life). 

de Haas, Prof. J. A. 

Dobbs, A. C. 

Docker, F. D., C.B. 

Draper, E. G. 

Duff, J. F. 

Evans, D. E. 

Federal Reserve Bank of 
Boston, Mass. 

Fenelon, K. G. 

Frankel, H. 

Garvan, J. J. 

Goldschmidt, D. J. 

Goodall, F. C. 

Guerrero, H. D. 

Harrison, L. H. 

Hijikata, Prof. S. (life). 

Holt, Prof. L. H. 

Howard, H. F. 


Hyde, D. Clark. 

Tlott, J. M. A. 

Jain, Seth P. 

James, Francis, B. (life). 
Johnston, Joseph. 
Joshi, J. V. 

Judge, B. O. 

Kale, Bhasker T. (life). 
Kerr, H. C. 

Kesari Singh, P. 
Lancaster, E. S. 
Larmor, W. J. (life). 
Launder, G. E. 
Leffingwell, R. C. (life). 
Lemberger, J. 

Lewis, Richard B. (life). 
Mackintosh, Lieut. A.M. 
Michael, P. H. 
Middleton, C. F. 
Mittelman, E. B. 
Monroe, J. H. 

Nath, Surendra. 
Olphert, J. W. 

Pant, Prof. D. 

Quick, A. E. 

Raja, R. G. 
Ramanathan, P. 
Ramsbotham, H. 
Reed, W. G. 
Rossmocre, E. E. (life). 
Rhodes, Miss D. E. 
Rustomji-Lalkaka, D. 


Sastry, K. R. R. 
K 2 
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Scadden, T. C. Unni, K. S. 
Sherrington, C. E. R. Valentine, Miss M. E. 
Slater, Malcolm H. (life). van Oldenborgh, J. 
Spencer, John. Varahanarasimham, Prof. V, 
Stewart, Bryce M. Von Tungeln, Prof. G. H. 
Subrahmanyan, N. 8. (life). 
Thompson, G. F. Walters, F. Y. 
Tolkowsky, L. White, J. Dundas, LL.D. 
Unione Regionale  Indus- Wilson, Miss J. B. 

triale, Naples. Woodworth, L. D. 


The following have been admitted to library membership :— 
Grinnell College, Iowa; Department of Industries, Government 
of India; Pisa University Library. 


An Order has been published by the Board of Trade pro- 
viding for a Census of Production to be taken in 1923. 


The officers of Section F of the British Association, which will 
meet this year at Edinburgh, are as follows :—President, Professor 
Edgeworth (All Souls College, Oxford); Recorder, Professor 


H. M. Hallsworth (Armstrong College, Newcastle-on-Tyne) ; 
Secretary, A. Radford, Esq. (162, Beardale St., Hucknath, Notts). 





On December 6 a decree was passed in Convocation, in the 
University, Oxford, on the motion of the Vice-Chancellor, to confer 
the title of Professor Emeritus on Mr. F. Y. Edgeworth, who 
held the office of Drummond Professor of Political Economy for 
thirty years, 1891—1921. 


Mr. Henry Clay, M.A., Fellow of New College, Oxford, has 
been appointed Stanley Jevons Professor of Political Economy 
and Cobden Lecturer in the University of Manchester. Mr. Clay, 
in 1912, had charge of the Department of Economics in the 
University of Leeds during the absence of Professor Macgregor. 
From 1917 to 1919 he was engaged in administrative work at 
the Ministry of Labour and at the Ministry of Munitions, where 
he was responsible for the preparation of several important 
official reports. He has recently visited and conducted courses 
of lectures in several universities in Canada and the United 
States. 
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Mr. Ephraim Lipson, M.A. of New College, has been appointed 
Reader in Economic History at the University of Oxford. Mr. 
Lipson is the author of Economic History of England in the Middle 
Ages, reviewed in the Economic JourNAL, 1915; and of Increased 
Production, noticed in the Economic JouRNAL, 1921, p. 425. 





Mr. Walter T. Layton, C.H., C.B.E., has been appointed 
editor of the Economisi, and took up his duties in January. 


Students of the classical political economy will rejoice to 


‘learn that the long-missing and much-desired manuscript of 


David Ricardo’s Notes on Malthus has been recovered, and 
that through the courtesy of Mr. Frank Ricardo—a great- 
grandson of the economist—this work is about to be made 
accessible in a convenient reprint. Written in the autumn of 
1820 as a commentary upon Malthus’ Principles of Political 
Economy, the ‘“‘ Notes’? were designed as an appendix to the 
third edition of his own Principles, then preparing. But James 
Mill’s advice that Ricardo should avoid giving his treatise too 
controversial a character prevailed. The manuscript after 
having been read by Mill, Malthus, McCulloch and Trower, was 
withheld from publication, and the commentary, tantalising 
references to which are present in Ricardo’s correspondence and 
in McCulloch’s prefatory memoir to the Works, has remained 
an important desideratum in the study of the Ricardian economics. 
The ‘‘ Notes” consist of 412 folios, estimated by Ricardo as 
likely to ‘‘ occupy about 150 pages if printed.” The whole will 
be issued, with convenient apparatus, during the coming year 
by The Johns Hopkins Press, under the editorial care of Professor 
J. H. Hollander, of the Johns Hopkins University, and Dr. T. E. 
Gregory, of the London School of Economics. 


The scattered minor writings of the late Professor Bohm 
Bawerk have been brought together and edited by a former 
student, under the direction of his wife. Their appearance has 
been delayed by the distresses in Vienna, but the publication 
is now announced. 


The Decennial Index of the JourNat, for the years 1911- 
1920, which has been prepared by Miss Naomi Bentwich, is 
being circulated to Fellows without charge. Others can obtain 
copies from the Assistant Secretary at a price of 5s. 
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iconomica (London School of Economics). 


May, 1921. Earners and Dependants in English Towns. Pror. A. L. 


Bow.Ley. The composition of ordinary families is ascertained 
by the method of sampling from observations on a population 
of near 2.000,000. The average working-class family consists 
of 4:2 persons; of whom 2-3 are dependent. Closer analysis 
shows that the case supposed to be typical—a man unaided 
supporting a wife and three children—occurs only in 5 per cent. 
of households. Households with no dependent children under 
fourteen years number 40 per cent. The Survival of Small Firms. 
Pror. A. L. Bowxtey. Of firms in London over 97 per cent. 
employ fewer than 100 persons; more than half the firms employ 
less than 20 persons. foundations of Industrial Welfare. Miss 
EK. T. Ketty and Miss M. L. Haskins. On “ Welfare Work ” 
as promoting the spirit of co-operation. Measurement of the 
Balance of Trade. C. K. Hoxpson. A careful estimate of the 
balance of indebtedness between residents in the United Kingdom 
and residents abroad. If we subtract the excess of (visible) 
imports (plus “ invisible imports,” such as expenditure by British 
tourists abroad) from the total of invisible exports, the remainder, 
representing export of capital, is much the same in 1920 as in 
1913, about £180,000,000. Marx and Marzists. P. Forp. A 
survey of the differences between the schools of Marxism as to 
historical necessity, social catastrophe and other dogmas. The 
Trade Depression following the Napoleonic Wars. Miss M. C. 
Buer. An historic parallel warning us against both heraldings 
of false dawn, and too profound pessimism. The Limitation of 
the Liability of Shipowners. H. C. Gutteripce. Referring to 
the 1921 Report [Cd. 1205]. 


OcToBER, 1921. Changes in the Standard of Living in the United 


Kingdom, 1860-1914. Miss W. A. Macxenzir. The standard 
of living as measured by the calorie value of food consumed 
increased considerably during the period; while the proportion 
of income expended on nourishment diminished. Economic 
Incentive. D.H. Ropertson. A study on Supply and Demand; 
pointing to the conclusion that the rich would stand more pres- 
sure “‘ without giving up in disgust the job of being rich,” and 
that too much importance is attached to incentives. Commodity 
Maps. Lu. R. Jones. Industrial and Commercial Libraries of 
the Future. B. M. Heapicar. The Indian Currency Report of 
December, 1919—and After. A. R. Burns. Siberia in 1919. 
A. F. SpeNcER. Co-operation in Russia. MARGARET 8. MILLER. 
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JANUARY, 1922. International Relations and International Law. 
Pror. P. Hiacins. The Law relating to Bills of Lading. PRor. 
H. C. Gurtreripce. A Classified List of Agrarian Surveys. 
Hupert Hari. Administrative and Clerical Staffs in the Local 
Government Service. Mrs. H. Martyn. The Ball Warpers. 
J. W. F. Rows. The unions, maintaining wages at an artificial 
height, perhaps hastened the introduction of machinery, yet 
their policy may have been, beneficial to labour. Studies in 
Probability. With special reference to Mr. Keynes’ work, PRor. 
A. Wo F restates the Principles of Probabilities, and Por. 
A. L. Bowtry defends the practice of Statisticians—especially 
with respect to Sampling. 


Edinburgh Review. 


JANUARY, 1922. The Foreign Exchanges. The disorganisation of the 
exchanges is mainly due to the dislocation of trade money and 
personal expenditure, and to the prospect of having to pay huge 
external debts. The main remedy is increased production. 
Standards of Production in Agriculture. ArtTHuUR W. ASHBY. 
An examination of different standards used for measuring pro- 
duction—yield per man, per acre, per unit of capital, ete.— 
promises the means of estimating the best quantitative com- 
bination of the factors of production on land of known character 
for given systems of farming. Politics and Unemployment. THE 
Epitor. The debasement of money which might have been pre- 
vented by levying an additional £250,000,000 during the war, the 
claim for higher wages than the consumer can afford, subsidies to 
strikers, the absurdities of the Safeguarding of Industries Act, 
doles discouraging work and saving—such are the causes of 
present unemployment. 


Contemporary Review. 


NoveMBER, 1921. The Story of the Trade Board Acts. GERTRUDE 
M. TuckweLtt. The Acts have worked well and ought not to 
be scrapped hastily. 

DrecEMBER. Unemployment. A. C. Picou. After an analysis of 
general causes, there are assigned as special causes of the present 
unemployment the dislocation attending the war and the boom 
of 1919-20. Confidence, the mainspring of industrial activity, 
has been shattered. The Key Industries Act in Working. CAPTAIN 
Wepewoop Benn, D.S.0., M.P. The Safeguarding of Industries 
Act causes delays, disputes, and an expensive staff; taxes food, 
e.g. an ingredient of infant food dutiable as “ fine chemicals,” 
penalises our allies the French through the virtual bounty given 
to the German exporter, hinders research by taxing scientific 
instruments and medical chemicals, discriminates unfairly by 
taxing materials but not the finished products, e.g. fire ex- 
tinguishers. Mr. Lansing and the League. J. R. M. Burier. 
Versus Mr. Lansing’s ‘“ personal narrative,” it is argued that 
Lord Robert Cecil’s plan was not undemocratic, did not con- 
secrate the balance of power in a bad sense, was not comparable 
with the Holy Alliance of 1815. 
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Fortnightly Review. 


NoveMBER, 1921. Prices and Productivity. H. H. O’FARRELL, 
Falling prices are consistent with increased production. De. 
valuation would be a breach of faith, of the promise to convert 
Currency Notes into standard sovereigns. Labour in War and 
Peace. G. D. H. Cote. The pre-war movements described by , 
the writer in 1913 stopped suddenly in the autumn of 1914. 
But the necessity of safeguarding labour under the novel circum. 
stance of war led to a great increase of Trade Union membership, 
from two and a half millions in 1910 to nearly four millions in 
1914. But the new members proved apathetic in the struggles 
which are traced down to “ Black Friday ” in April 1921. Some 
encouragement is afforded by the Building Guild movement and 
the spread of education. 


Better Business (Dublin). 


NovEMBER, 1921. Co-operative Organisation in India. R. B. EwBank. 
Lessons from the Economic Crisis. P. REDFERN. Irish Co- 
operative Clothing Manufacturing Society. P. J. Tuony. Im- 
provement of Irish Dairy Herds. H. DE Courcy. Co-operation | 
in Roumania. DiaRMID CorFFEY. 


Indian Journal of Economics (Allahabad). 


III, Part 4. This “ Conference Number ”’ contains papers read 
and discussed at the Fourth Annual Conference of the Indian 
Economic Association, on Indian Public Finance, Labour Prob- 
lems, Famine and Export, Currency and Exchange. Relating to 
the first subject, among other papers is one by Pror. JEVONS 
on Indian States and Sea Customs. Whereas the States now 
suffer by, but have no share in, the Customs revenue, schemes 
for giving them a share are recommended on the ground that the 
incidence of Customs duties should fall on the Government, which 
realises and benefits by those duties. There are papers on A Sub- 
sistence Wage, Labour Unrest, Improvement of the Conditions of 
Indian Labour, and Suggestions for Labour Legislation. Pror. 
GILBERT SLATER argues against the prohibition of export of 
food grains as a preventive against famine. B.F. Mapox severely 
criticises the Report of the Currency Committee. 


Vol. 


=— 





International Labour Review (Geneva). 


NovEMBER, 1921. The Congress of the International Co-operative 
Alliance: Pror. CHARLES GipE. Among the subjects of reso- 
lutions were the admission of Russian delegates (carried), the 
relations of Co-operation to Trade Unions, to Commercial Policy 
and to War. On the last question Prof. Gide argued that 
no economic transformation could be expected to result in the 
abolition of war caused by passions rather than interests; and 
secured a carefully worded resolution in favour of peace through 
co-operation. The Co-operative Movement of Great Britain and 
its Recent Developments. Mrs. SipNEY WesBB. An anticipation 
of the Consumers’ Co-operative Movement reviewed above. 
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DECEMBER. Prevention and Compensation of Unemployment. SrEx- 
BOHM RownTREE. The normal problem rather than the present 
crisis is considered. Unemployment within Employment. Morris 
L. Cooke. The unemployment considered is that by which the 
employment given to employees falls short of the theoretical 
maximum. 

JANUARY, 1922. India and the Washington Conference. Sir C. 
Ernest Low. The Co-operative Movement in Italy. Mrnccio 
RvInI. 


Quarterly Journal of Economics (Cambridge, Mass.). 


NovEMBER, 1921. The Origin of the Hight-Year Generating Cycle. 
H. L. Moors. The Railroads under Government Operation. From 
January 1, 1919, to March 1, 1920. W. J. CunnincHam The 
results of federal control during this period were not so favour- 
able as those in the preceding time of war (reviewed February, 
1921). They afford no argument in favour of a permanent 
policy of public ownership and management. The Technological 
Interpretation of History. A. H. Hansen. The limitations of 
the Marxian theory are exposed. A Statistical Test of the Success 
of Consolidations. A. 8. Dewine. Failure rather than success 
is evidenced. The Domestic and Foreign Wool Manufacturers 
and the Tariff. ArtHur H. COoLe. 


The American Economic Review (Chicago). 


DeceMBER, 1921. Failure of the Merchant Marine Act of 1920. E.S. 
Greea. Cycles of Strikes. A. H. Hansen. The Cost of Living 
in France. F.H.Birp. Economic Basis for Business Regulations. 
R. C. TUGWELL. 


Journal of Political Economy (Chicago). 


NovEMBER, 1921. Corporation Training Schools for College Men. 
W. A. Rawtes. Schools and Corporation Training Courses. 
J.T. MADDEN and others. The Corporation School. L.S. Lyon. 
Reforms in Food Distributions. W. R. Camp. The Quantity 
Theory Scrutinised. H. BitaRam. 


Journal des Economistes (Paris). 


NoveMBER, 1921. Les Déviations éthico-sociales et la Science économique. 
Yves-Guyot. Un impét sur le Revenu sous la Révolution. G. DE 
Novvion. 

DeEcEMBER. Le budget de 1922. Yves-Guyot. Le chaos monétaire. 
A. RAFFALOVICH. 

JANUARY, 1922. Quelques problémes de 1922. Yves-Guyor. Le 
Marché financier en 1921. ARTHUR RAFFALOVICH. 


Revue d’Economie Politique (Paris). 


SEPTEMBER-OCTOBER, 1921. La crise de 1920-1921 et ses causes. 
Baron Movurre. L’Organisation du Commerce de détail aux 
Etats-Unis. G. NestuER-TricocHe. The American “Chain 
Stores” offer some of the advantages of Co-operative Societies. 
La Question du Change au Congrés postal de Madrid. B. Noaaro. 
Une enquéte régionale sur le coat de la Vie. KE, ANTONELLI. 
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NoveMBER-DecEMBER. La question des réparations depuis la paiz. 
La participation aux bénéfices a la gestion. P. Pic. Referring 
to recent legislation relating to the share of work-people in the 
profits and control of business. Quelques définitions de lV épargne. 
CHARLES Rist. A contribution to the theory of Capitalisation. 


L’Economiste Francais (Paris). 


In recent numbers M. Epovarp PayeEn has resumed his statistical 
studies on the production and consumption of commodities in 
common use. Of tea, for instance (November 19, 1921), the 
United Kingdom consumed 1441 quintals (317,600,000 lbs.), 
some seventy times more than France. The demand for tea, 
as for coffee (November 12), was urgent in the first years of the 
war. The demobilised soldier does not consume as much as 
when he was under arms. The world’s crop of coffee in 1920 
was about 16,700,000 sacks; of which Brazil furnished 11,750,000 l, 
—a smaller proportion than usual. The uses of aluminium 
(December 3)—from aeroplanes to cooking utensils—continue to 
multiply. The United States in 1913 produced above 35 per 
cent. of the world’s supply; France came second with 21 per 
cent. Germany is rich in magnesium, a metal which is advan- 
tageously combined with aluminium (December 3). 

Another useful series beginning DrcemBeEr 31 gives the population, 
extent of territory and other particulars relating to the new 
States created by the Treaty of Versailles. 

In the issue of DECEMBER 3 Prof. A. Andréadés describes the centenary 
celebration which the London Political Economy Club held last 
November; and pays a just tribute to Mr. Henry Higgs’s history 
of the club (reviewed in the Economic JourNnaL, December, 





1921). 
O 
Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 
DECEMBER, 1921. Die Kriegsunternehmung. Pror. W. F. Bruck. 
Handelsbilanz, Zahlungsbilanz, Valuta-Guterpreise. Dr. ALBERT 
Haun. A discussion of the monetary situation. Die Sozial- 
politik im neuen Oesterreich. Pror. Kart Priprans. Die 
Soziale Krise in Oesterreich. Pror. E. LeprrER. Die organiza- 
tion der Arbeitslosen fiir sorge in Oesterreich. Dr. Karu Forcu- 
HEIMER. N 


Giornale degli Economisti (Rome). 


OcToBER, 1921. Un progetto Monetario. G. DE Vxccuto. Prof. 
Irving Fisher’s scheme for stabilising money is unfavourably 
criticised. L’aumento dei Salari dal 1914 al 1921. G. Manta. 
The mean wage in Italy in 1914 was on an average of provinces 
3°53 lire, on an average of industries 3-7] lire. 

NoveMBER. Nuovi contributi allo studio della distribuzione dei redditi. 
Ferice Vinct. The discrepancy between Pareto’s law for the 
distribution of incomes and the normal frequency-curve is 
accounted for by Cantelli’s hypothesis that the medley of 
fortuitous causes is subject to a certain condition, namely, that 
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the aggregate, or average, of ophelimity (satisfaction) is given 
(ep. Metron, April, 1921). Il protezionismo marittimo in Italia. 
E. Corsino. L’aumento dei Salari dal 1914 al 1921. G. Manta. 
The mean (nominal) wage in 1921 was 21-21; 5-7 times higher 
than in 1914. But account being taken of the rise in prices the 
real wage was not quite equal to what it was in 1914; it was 
in 1917-18 only half the 1914 real wage. 

DECEMBER, 1921. Suwll’estensione del Teorema del Tchebycheff. F. 
Vinct. The extension of Tchebycheff’s theorem (as to which see 
Keynes’ Probability), given by Prof. Karl Pearson in Biometrika, 
1919, is said to have been anticipated by Italian statisticians. 
Il Mercato e la Crisi del Salnitro. A. CaRNELuTTI. On the 
nitrate of soda business in Chili. Jl Protezionismo Maritimo in 
Italia. E. CorRBINo. 


Scientia (Milan). 


1, II, 1922. Les causes du chaos actuel. B.Russett. The dominant 
forces are Industrialism and Nationalism; the former comprising 
Capitalism and Communism, the latter Imperialism and “ Self- 
Determination.” Behind is Science, through deficiency of which 
and its incidents—surplus of food, machinery, technical skill— 
communism will have an affinity to capitalism ; compulsion of the 
work-people, as in Russia, will ensue. Likewise there is an 
affinity between the divisions of Nationalism. The Poles were 
no sooner set free than they began a war of conquest. ‘The 
restraint of Nationalism appears to the writer even more im- 
portant than economic improvement. Socialism and a strong 
international Government may prevent the return to barbarism. 


La Riforma Sociale (Turin). 


OcroBER, NOVEMBER, DrecempBER, 1921. Riforme discussioni e pro- 
portia in Materia @importa sulle Successioni. Marto RorTonpt. 
Reforms of duties on inheritance are discussed; with special 
reference to Italian legislation and economic literature. J] 
pensiero di Saint-Simon Considerato dopo un Secolo. BERNARDO 
Mosca. 


Revista Nacional de Economia (Madrid). 


No. 31. La ordenacion bancaria. E. Rut. El supuesto enriqueci- 
mento de Espana. J. Narr Ropks. A great increase in national 
wealth is not proved by the acquisition of gold. Las herencias en 
Espata. ANpDr&s Bartur. On inheritance taxes in Spain. 


De Economist (La Hague). 


Robinson als Rentetrekher. Dr. H. W. C. Borbrewisx. Whether 
Robinson Crusoe could be called a receiver of rent is discussed, 
with frequent reference to Sax, as a question of more than 
theoretical interest. Het internationaal verkeer in en onder dem 
Volkenbond. C. J. VAN DER MANpDeERE. The relations of the 
League of Nations to international trade. 
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Ekonomisk Tidskrift (Uppsala and Stockholm). 


The principal contents of the numbers received since the last notes 
(cf. Economic JoURNAL, September 1921) were prepared are as 
follows :— 


Combined No. 4-5. The Collapse of the French Assignats. E. F. 
HecxscHer. The Price Index Number of the Svensk Handel- 
stidning. G. SILVERSTOLPE. Carl Menger. Knut WICKSELL, 
The Restoration of the Monetary Standard. D. Davipson. 
Import Duties and Monopoly. E. F. Hecxscuer. Report of 
discussion at the Political Economy Club on “The Exchange 
Question.” 


No. 9. Inflation, Volume of Money and Interest. G. AKERMAN. 


Combined No. 10-11. Inflation, Volume of Money and Interest. 
Knut WIcKSELL. Prices of Agricultural Land in the Torna and 
Bara Districts (in Scania), 1914-1920. THure Bs6rKman. 
The Place of H. L. Collins in the Development of the Theory of 
Money in Sweden. B. Onin. Report of discussion at the 
Political Economy Club on “ Business and the tax problem.” 


No. 12. Economic Studies by various writers in honour of Professor 
Knut Wicksell’s seventieth birthday. 


[The usual statistical tables appear in each number and occupy the 
whole of Nos. 6-8. 

Dr. Heckscher’s historical sketch of the course of depreciation of the 
French assignats and their final supersession has especial reference to 
compensation for losses due to changes in the value of the current money. 
It is based on studies of various documents, including some which, as he 
says, were not at the disposal of Mr. Hawtrey when he wrote in the 
Economic JOURNAL on the same subject in 1918. 

Dr. Silverstolpe, who has been responsible for the preparation of the 
wholesale prices index issued by the Swedish Journal of Commerce, de- 
scribes the sources and range of the material used. Quarterly data from 
1913 to 1917 inclusive were found available in the records of the Swedish 
Chamber of Commerce and in official publications, while prices of wood- 
pulp were found in the journal Affdrsvdrlden. The base period is the 
year from July 1913 to June 1914, and the weights used represent the 
estimated consumption in the calender year 1913, with a modification 
in the case of coal in view of the later reduction in consumption and the 
effects of overweighting the high prices recorded during the war. From 
the beginning of 1918 monthly figures have been prepared, largely from 
price information obtained from business firms, the detail in these cases 
not being available for publication. The 47 series of prices are divided into 
10 groups, the separate index numbers for which are given. A test of 
the effect of substituting, as weights, the estimated consumption of 1918 
is found to affect only to a practically negligible extent the index for 
December 1918, the highest recorded. 

Professor Wicksell’s contribution dealing with Karl Menger is an 
appreciation of the work of that writer, of whose ‘‘ Grundsitze ”’ he says 
that its influence on the development of economic theory is greater than 
that of any other book since Ricardo’s Principles. 

Professor Davidson advocates the general adoption of the gold exchange 
standard as a means of restoring the gold standard without putting so 
great a strain on the world’s resources in that metal as to bring about 
an undesirable and unneccessary appreciation of gold, and Professor 
Heckscher shows how import dutes may favour monopolists, though the 
illustration by the case in which the quantity of a commodity demanded 
is assumed to vary simply as the reciprocal of the price is not as ¢on- 
vincing as he appears to think. 

In the two articles on Inflation, Money and Interest, the relation of 
Money, Prices and Rate of Interest to the problem of inflation is dis- 
cussed, Hr. Akerman contends that it is the occurrence of a rate of 
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interest lower than that normal to the economic situation which is the 
stimulus to inflation, and that though a variation in the volume of money 
may produce the divergence between the actual and normal rates of 
interest and so affect prices, the divergence may arise independently and 
become the cause of changes in both prices and volume of money. Pro- 
fessor Wicksell contests the validity of certain features in the case presented, 
and the appropriateness of the statistical data adduced in support thereof. 

Hr. Bjérkman cites the records of sales of land in certain districts in 
Southern Sweden which he has investigated against the view that the 
war has resulted in special advantage to landowners in the appreciation 
of their property, and shows smaller increases in the sale-prices of land 
than in those of agricultural products, so far as the data examined go. 

The note on H. L. Collins deals with an omission in an earlier survey 
of Swedish literature on the Quantity Theory of Money. The concluding 
sentence is of interest with reference to broader questions, the view being 
expressed that ‘‘ a large part of the supposed advance in monetary theory 
during the world war—as one example, the theory of the purchasing power 
parity—is nothing else than a resuscitation of this kind ”’ (i.e. of earlier 
doctrines). 

The meetings of the Swedish Political Economy Club reported in these 
numbers have discussed the restoration of stable international exchanges 
and the effects on business expansion of the high rates of taxation brought 
about as a result of the war, which, it may be observed, are by no means 
confined to belligerent countries, or the discussion would have possessed 
a very different kind of interest to those who took part init. A. W. F.] 
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